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I, imODUCTION 

ThTfi handbook accents the nature transportation and 
related domestic, and International buslnrts activities. Its 
objective Is to provide basic Information for the "newcomer" 
to the field. It contains svich topics as mechanics of exporting 
and importing; role of physical distribution; -services and 
Aitlstance provided by various United States govefninent agencies; 
regulatory bodies and regulation; financing; Insurance » documanta* 
tlon; packing; marking and packaging; warehousing and storage; , 
^ containerlzatlon) carriers; ports and airports; and services of^ 
International. specialists. The handbook Is Intended for use 
completely Independent of the educational program discussed In 
Part One, but It could very easily be used in conjunction with 
that program;- 

A* Scope * ^ >^ 

1. Purpose • ^ 

/ It is intended that this handbook serve principally 
as a reference guide for carriers, facilitating middlemen/ 
Exporters, and importers, business firms, agencies, and 
other members of the transportation community* 

Very Informative and helpful handbooks on interr , 
national trade, published by pub.llc and private agencies, 
are available. However, ACCENT ON TRANSPORTATION provides 



A much-Mtd^d •sphMls on ccrtnln Mpecti of traospor- 

tAtloa, coupled vlth it^ectlve high- lighting of r^ftted 
physical distribution and facilitation areas, not. readily 
available elsewhere. 

Coveraiie 

Chapters II and III describe assistance available 
from public and private agencies/as well as regulatory 
requirements for foreign traders. Also ineldtied is a 
resume of the primary functions and responsibilities of 
those regulatory bodies which exporters or importets 
may encounter in their dealings. 

Chapters IV. V, and VI incorporate eiientlal 
explanations and guidelines in regard to methods of 
payment, risk coverage and documentatiorf for inter- 
'national trade transactions. 

Encompassed in Chapters VII, Vllf, and IX are pro- / 
tective requirements, identification, and warehousing of^ 
coitojodities. Due to signiftc*nt technological break-^^ 
through associated with the "cvntainer explosion," 
special attention has been given to container 1 tat ion and 
its relationship to transportation. 

Chapters X, XI, and XII discuss transportation 
modes and ports and alrp6rts in regard to services and 
connected functions. Finally, the services of frel||ht 



forwarders and custotnshouae 'brokers f.re described. In v 
order to focus attention on the key^ contributions cf 
these specialists. 

The success of international trade transactions 
hinges bn cotnmunication that proves mutually advantageous 
to the trading parties. , Appendix "A" ^s included to help 
bridge any communications gaps concerning the under- 
standing of foreign trade tenr^nology. As a corollary, 
• Appendix "B" l8 Included to avol^^lsunderstandlngs 
regarding International practices in es tabl ishlng and 
maintaining financial credit. 

The literature dealing with the preceding subjects 
is quite extensive; hence, it is impractical to Include 
all contrlbutlo'na to the field in a concise bibliography, 
consequently, In Appendix 'C" references have been 
limi.ted to those deensed most eaaeiitlal and meaningful 



to users. 



General Cottiments 

1 . The International Trade Cun cej^ 

* 

There are var'lous political, social, and econowlc 
reasuns for countries lo engagp m international trade. 
All of these are designed tc iurthrr the interests of 
the trading countries. While political and social 
reasoas for trade are both Important and interesting, 
the economic or business reasuns for international trade 



' ar* Bott ptrtlntnt to tha pratant dltcuttlon In which 
rtlAt«<d tconocilc faccork ar* tr«mtid* 

Uniqueneat of product 

( 

Many coonodltltti dtmandtd in world marktM 
cmnnot be produced ^In all areaa of the world. By 
virtue of climatic altuation, mineral depoalta> or 
other similar factors, some areas are favored with 
quantities of certain goods which more than satisfy 
internal demand. Surplus goods may be exported » 
with payments received therefor being used to import 
other commodities. 

«>♦ Absolute advantage 

By application c£ less resources or factors of 
production, or by possessing special skill levels or 
other production advantages > some cat«TrrT5¥v are able 
to produce aome kinda of goods cheaper than ckn other 
countri«>8. Thia condition is known aa abaolutc 

' «dv«nc«ge. Under this situstlon, s country will be 
in a position to export such goods in exchange for 

ifjf products over which other countries have a similar 
absolute advantage. 

t 
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c. Comparative advanta&e 



Busijiesatnett and econotniflts have proven that 
there are numerous cases where It pays a country to 
^^S^ Import goods that may be leas costly to produce by 

' that country, provided that the Importing country 

can produce other commodities that are to be exported 
relatively cheaper. By following a policy of pro- 
ducing those goods In which the greatest relative 
efficiency lies, all countries stand to benefit fro© 
international trade. Therefore, cc^uhtrles should 
n£t limit their international trade to conditions 
of unique product or absolute economic advantage, 
but rather should evaluate their relative position 
by examining potential international trade from a 
comparative point of view as well. 

Evaluation ot coats in determining comparative 
advantage must include all ^inputs necessary to 
ascertain total landed costs. These encompass pro- 
' ductlo^-rclated costs, as well as transportation, 

Insurance, and similar charges required to accomplish 
the distribution of commodities. 

. d. Linitatlons to : ^ ^er r^a_> .j^naj^jjr^ 

Since countries rarely have Ldedtipal cost 



functions in the production o; , there ^ 
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BrsT corf i^-r 

«lao0t AU«yt a pottntl^ for ^tr«dt. 

Unfortun«ttLy, poUtlca-l, institutional, and 
other factor* too often interfere with the deDon- 
•trated •conoolc advantaget that would dtrlva from 
"fraa world trade." Thaaa laatUutlenal-polltlcaX 
condition* include: 

k^) Embargo 

i 

Embargoes are prohlbicions against exports 
or Impoits to or from certain areas or countries 

(2) Quotas 

The setting of quotas designates a dellb* 
* erate limitation tn the quantities of certain 

goods that irlay be Itnported. 

O) Protective tariffs 

Tariffs are taxes or fees levied by govern* 
ments on Imported goods.' Tariffs generally con* 
stltute the moat important limitations on. the 
otherwise free flow of international trade. * 
While protective tariffs do severely limit the 
amount of trade that otherviae would normally be 
generated between countrii^s^ It Is^ unrealistic 



'I 

to condemn tariff • outright. Shelttidng an 
^ Infant Industry » which a country mayj>t 

attempting to protect until growth difficulties 
>^^^^ are overcome, and similar factqrs, fooetlmea 

tnay Justify these tariffs. 

Export subsidies, granted by exporting 
countries as a means of promoting the export 
of certain comnodltles. are the converse of 
protective tariffs, and cause changes in the 
normal workings of the International trade 
system and resource allocation. 

2. ^achanlca '-^ Pvp^rrinp, and Importing 

Export and Import involve sales and purchase tranar 
. actions that crooa international boundaries. These 
transactions incur financial (foreign exchange) obliga- 
tions, which parallel, but flow in the opposite direction 
of. the export and Import movements . 

Foreign trade Is a two-way street. Without tha 
opportunity of earning the required foreign exchange 
(currenclas) by goods or services, Imports cannot 
. normally be financed by countries which do not balance 
tham with export revenues. 

Tha actual or potential foreign trader ouat have 
aecaas knowledge of the mechanics of exporting and 
importing.. Thaae mechanics are described In the various 
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•ectlooa of this handbook by ld«ntlf lea tlon of functiont 
service! t attlitance avalUble from varloui agencies 

(e.g., carriers, banks, underwriters, governments) e^c. 

f 

Role of ghyalcal DUtrlbutloa 

The shift from s post World War II sellers' narket 

to the buyers' market of the 1950*8 brought Increased 
emphasis to the marketing concept as the foc;uf of cor- 
porate activity. In the buyers' market » firms could no 
longer remain simply production^oriented and survive in 
a competitive environment where success d^epends upon 
ascertaining customer needs . and .tailoring corporate 
policy to meet these needs at a profit* *This.new cor- 
porate posture has promoted the role of physical dls^trl- 
button management. Efficient Integrated management of 
the physical flow of goods has been recognised as a new 
avenue to profit' through cost reductions and improved 
customer services. 

Th,e physical distribution function is composed of 
a number of interrelated subfunct ions • Each of these 
subfuhctlons is often managed separately . Efficient 
distribution depends upon coordinated planning and 
control of the entire system, hcxtfever. The major sub« 

functions making up the physical distribution System 

« 

are * 



Transportation and traffic management 

Transportation and traffic management includes 
not only the selection of modes and carriers and 
the routing of goods, but also participation In rate 
negotiation, management of risk and claims, docu- 
mentation, expediting and tracing, and such mlsce'l- 
laneous activities as diversion and reconslgnment , 

« 

use. of transit privileges, and control of demurrage 

♦ 

and detention. 

Inventory ma:iagement 

Inventory management has developed into a precise 
science of balancing carrying and obsolescence costs 
against high restocking and production costs and the 
loss of goodwill precipitated by stock-outs. 

Warehousing 

Warehousing concerns 'itself not only with 
operations and selection between private and 
public warehousing, but also with the process of 
making location decisions regarding distribution 
polnt-a . 



Ptckaalnt 

Packaging It «n often neglected «ret whlcjt !• 

crucially related to many of a f^irm*8 logistical 
deciaioni * 

CoBPuntcatlon 

Communication and the management of information 
flows are a^the root of proper coordination of the 
various subfunctions within physical distribution, 
and of the physical distribution function as a- 
whole within the corporate structure. 

Total cost concept 

The total cost concept of physical distribution 
has served to focus company ef forts\HWiXL£l^clng 
overall systeifis costs rather than simply minimizing 
the cost of any given subfunctlon. Suboptlmlzatlon 
has. in the past, led to gross inefficiencies In the 
distribution system. However, there Is new an 
encouraging trend toward a real and effective Imple- 
mentation of the systems viewpoint in managing 
physfcal distrlbut ion. 



II. SERVICES AND ASSISTANCE PROVIDED «Y PUBLIC AND PRIVATE AGENCIES 



wide variety of helpful services and assistance programs from 



Both experienced and beginning foreign trtdert can obtain a 



governmental and non-governmeatal agencies. Some of these agencle. . 
and a partial listing of the services provi'ded, are listed below. 
More details on these services, as well as information on newly 
initiated programs, can be obtained by contacting the various 
agencies directly. 

A, Unlsed States Co-^e rnment Agencies 
1. Department of ^t^rlculiMre 

The Department of Agrl^lture Is concerned, both 
dlreccly and indirectly, with United States foreign trade. 

a. The Agricultural Research Service 

a 

The Agricultural, Research Service seek, to Improve 
agricultural products going to foreign as well as 
domestic markets. It makes available to exporters and 
others results of marketing research programs designed 
tVlmprove handling, storage, processing, tranapor- 
tation, and distribution of agrlcultiirsl products. 

a 

Included in its programs are dissemination of market 
news; standar'diiatlon, inspection, grading, tnd 
classifying of agricultural products, and surplus 
sales to domestic and foreign buyers. 
O 3-12 



The Foreign AgrleuUural Service develop! foreign 
markets for pro<iucU of United Stetei fennera. This 
service includes continual eppralsel of marketing 
opportfinltlea ovdratas and of cMpatltlon and barriers 
to trade. Efforts aimed at improving international 
trade conditions for agricultural producta, such as 
the export sale of farm surpluses for foreign currencies, 
are also Included. This service is ^n excellent source 
of up-to-date Infomation on world agricultural com- 
nodlty and trade policy. 

c. Coanoditv Credit Corporation 

The Cotnmodlty Credit Corporation (CCC) is 
responsible for the program of price supports for farm 
products. The CCC may purchase coomioditles abroad to 
meet foreign and domestic needs. It may procure farm 
products for relief program* abroad, and it may export, 
at competitive prices, any commodity that is not in 
short supply. The CCC also administers United States 
participation in the International Wheat Agreement 
and similar agreements. 

Department of Coaierce ^ 

Expanding of exports is the direct concern of the 
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Domeitlc and International Bualneas operating unit of the 

/^Department ol Commerce, whose mlsalon la to stimulate, 

foater, and encourage buslnesa both at home and abroad. 

The expansion cf e^cports Is the specific responsibility 

» 

of the Assistant Secretary for Domestic and Int#r;iatlon*,l 
Bualneas (DIB), who in turrv supervises the following^ 
agencies: Bureau of International Commerce (BIC) ; Busl- 
neta and Defense Services Administration (BDSA); Office 
of Foreign Commercial Services (OFCS); Office of Field 
Services (OFS). with ^2 Field Offices In major cities. The 
BIG has the primary responsibility for assisting exporters 
and promoting exports. A brief explanation of the reaponal- 
blUtlei of each of the DIB offlcea helps to show the range 
of aervlces available. 

«. The Export Buslnesa ReUtlnns Division 

This division Is the Initial contact point for 
queatlona on how ro get into the export field; export 
trade problems; export financing; export markets; 
Uveatments. and related .objects. This division Is 
also the point of contact for firms wlahlng to uae the 
International Business Assistance Service (IBAS) for 
help In solving govermrent- re lated problems In con- 
nection with specific transactions. Established In 
1969, IB.-.S waa created to help on a case-by-caae basis 
AOd. thereby, to speed solution of problems faced by 
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Unlttd StatM cMpanlM in InternatLonal trade. Oft«n 
an international business transection may require 

dealings with several agencies of government. The role 
of IBAS is to coordinate and expedite contacta between 
bualneasaan and the agencies concerned. 

One of the najor prograns carried on by IBAS is 
the Project Facilitation Program, the aim of which is 
to bring malor foreign projects to the attention of 
United States firms in the early planning stages and, 
if necessary, to assist these finni in putting 
together "package" deals which utilize the capabi li't^es 
and resources of several coepanies, one or more banks, 
and government agencies- such as the Export- Import 
Bank and the Agency for International Development. 

b. * Bureau of International Covmerce 
( 1 ) ProTOOt Ion 

\ • ■ . 

The Bureau of International Commerce (BIC) 
promotes U.S. trade and investment overseas on 
a geographical basis. Specifically. BIC con- 
ducts promotional activities in overseas oar- 
kets; provides business with Information and 
advisory services about foreign trade oppor- 
tunities; helps' formulate U.S. trade and cooiaer- 
clal policy; and administers the export control 
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program. BIC can provide United States buslneis- 

men with Information on marketing. Investment, 
and economic conditions In more tKan 100 countries 
and regions, and can. aid in finding new business 



^ ^ abroad. 

^ BIC presently ooerates eight trade centers 



. ^ abroad (London, Bangkok, Frankfurt', Tokyo, Milan, 

Stockholm, Paris. Sydney) where businesses to^ 
display goods. In 1971 a new trade center will 
be opened In Mexico City. BIC also presents exhl- 
bltlons of United States goods atylnternatlonal V 
trade f»irs and conducta^rade mission programs 
' to other countries. It has also organized mobile 
trade fairs and sample product displays In United 
States comnerclal offices throughout the world. 
It operates permanent sample Display Centers In 
Beirut, Nairobi, and Bangkok, where products may 
ba dlsplayiBd for 30 days. 

^ (2) Other services 



■ \ 



Other business services provided by BIC 
include coomerclal Intelligence to aid firms In 
locating customers or representatives abroad; 
htlp m obtaining' foreign dlstrlbutorKo^ agents ; / 
help In conjunction with U.S. Foreign Servlcfr4n 
•ettllng trade disputes; and the rendering of 
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•••Utane* la •tlvuUtiag vxporct vl« an «uto- 
HCtd AMitcM lacetMtloiul Tr«4trt Indtx. 



(3) Joint 'Export AttocUtlon PUn 




< Th« Joint Eiport AttoeUtlon ?Un, InltUttd 

In 1968, optM to U.S. firm* tht poMlblUty of 
up to 50 percent government financing of such 
costs. aa, marketing research, advertlalng, foreign 
exhibitions, sales offices and warehousing. This 
prograro is altred primarily at aiding smaller firms. 
It is limited co certain groups of companies ^ 
joined together to sell abroad. 

Th^ Global Marketing Program is a new BIC 
program initiated in late 1970. Its key featureo 
^ are: comprehensive global mirket rescsarch to pin- 
point the best foreign markets for selected 
industries by specific product; a nationwide 
global marketing 'program; counseling services 
on foreign markets; and the development of a 
global marketing program for each firm. 

Business fc Defense Services Administra tion (BPSA) 

Thlfi agency, through its 26 cootmodlty and Industry 
Ulslons, advises Unltfd States business of Inter- 
national sales potential of specific commodities. 
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BDSA cotonodlty tpecUllttt hold frequent dUcutslons 
with tr«de •••ocUtlon repreier.tmtlvei , manufacturers, 
and other bmlneismen, through which they build up a 
Urge pool of Information on iubjects ranging from 
raw materials to finished products. Although con- 
cerned primarily with domestic business, BDSA helps to 
open markets for United States products around the 
world. The agency Is contl.nuocS ly active In promoting 
the adoption of commodity standards and specifications 
that will permit American business to compete In world 
markets. BDSA gathers Information about commodities 
in world trade, and collects, evaluates, and publicizes 
information about overseas trading opportunitiee . 

Office of Foreign Comaejrcl^al Services 

The Office of Foreign Cotmnercial Services is the 
agency of the Department of Conmerce that obtains much 
of th«i Information about world trade from offices In 
the United States Foreign Service. It, in turn, makes 
such Information available to businessmen. It also 
aogagei In direct promotion of export sales and 
negotiates and makes representations on behalf of 
United States business Interests. 
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D>PTf nt of Co— TC« FltU Offlcti BtST oO?^ 

E«eh of th« 42 Dcpartaent of CosBerct Field 
Offices !• a small Departisent of Conanerce In Its own 
area. At each Field Office, specialists help to. solve 
buainatt ^robl«M, furnish InlorMtion and publlcatloaa 
about the Departnent 's program and services, and pro- 
vide counsel on both foreign «nd dofneatlc buslnf^sa 
operations. For example » ln«*hou8e export tnarketlng 
wr^rkshops are offered periodically. Some of the 
specific kinds of information available from a Field 
Office are: how to get started In a world trade; 
marketing and economic reports; foreign business regu* 
latlons; International trade statistics; Information 
on foreign transportation^ insurance, credit sources t 
patents » trademarks, and copyrights; directories of 
foreign advertising agencies, market research organl*- 
zations, and International trade development organl* 
zatlons; publications on every phase of Ihternatlon^ 
commerce; and trade and investment opportunities 
abroad. Local Field Offices also work with Regional 
Export Expansion Councils, trade associations, 
chambers of commerce, local offices of the Small 
Business Administration, and other groups Interested 
in doing business abroad* » 



\ 



\ 

f . United Sf tea Maritime Adminli t ret Ion 

The Maritime Adiulniatrat Ion ^Is also under the 
Department of Commerce. Its general mandate Is the 
..romotlon of a United States merchant fleet sufficient 
to c*rry our domestic water- borne commerce and a «ub- 
atantlal portion of our water-borne export and Import 
trad^e. In carrying out this mandate It provides qany 
services and d.^lopa techniques useful to U.S. 
traders . * 

Department of State 

The Foreign Servlcs of the United States has always 
been an Important source of information on foreign 
countries. In addition, in carrying out the foreign 
policy of the United States, the Foreign Service Is 
engaged In a number of economic activities which are 
helpful to United States businessmen doing business 
abroad. This help is mainly In two are^s , trade pro- 
motion and trade protection. 

a. Trade prorootion 

(I) Trade opportunity surveillance 

This includes Replug constantly alert for 
and reporting on concrete foreign trade oppor- 
tunities for products, technology a"nd services. 
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Studying and r«porClttf oa foreign products, 
vhleh My bt coMpotitlvo to United States 
products both domestlcelly end ebroed* form part 
of this activity. 

corf ^^'^•^^'-^ 

' (2) D^ttiiiid erf t Ion 

This function seeks to generate demands 
.for United States products In overseas markets. 

(3) Overseas business analysis 

I 

This activity encompasses Investigating 
and reporting on conditions and factors 
affecting United States business abroad » and 
Includes providing World Trade Directory Reports 
concerning the general standing and distributing 
capacities of foreign firms. Trade lists of 
overseas firms are prepared and submitted upon 
request. # 

(4) Business contact facilitation 

, Proposed visits of foreign businessmen to 
the United States are facilitated #nd reported 
in advance so that Interested United States 
firms may arrange to meet them^ if desired. 
Assistance in arranging business contacts for 
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United States builnesstnen traveling abroad is 
also provided. Trade Inquiries are also 



^ «nawered 



(5) Arrangeroent of trade conferences 

Trade conference work la prepared, and upon 
inatructlons performed for, United States 
agencies and for exporters. Importers, bankers, 
farmers, foreign trade organUatlons and others. 

b. Trade protection 

[formation bank 



Information on national and local' laws and 
regulations which affect foreign trade Is 
furnished. 

(2) Opportunity equallaatlon 

By ascex^talnlng that apeclf Icatlona for 
work abroad are drawn to give United States 
bidders equal opportunity to compete for busi- 
ness. Influence is exerted to prevent dlscrlml- 
aaclon agalnat United :>tates businessman. 
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, (3) R«aolution of tradt prebUi 

Adiustncnt and scctltment of trade problems 
ere Attempted. 
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(4) EIl«ln»tlon of tfde bTrtera 

♦ 

Dltcrimlnatory barriers against United 
States goods are observed » reported on and 
removed when possible, 

/ 

(5) GuardinR of trade and ownership rights 

Infringements on rights of United States 
businessmen in such areas as commerce and navi- 
gat ion » patents and trademarks, copyrights » and 
the like are guarded against. 

4, United States Department of Transportation (DOT) 

The Office of Facilitation of the Department of 
Transportation is active in streamlining and sioiplifying 
export documentation. In addition» this office endeavors 
to assist business and transportation firms intaresttd 
in certain aspects of international and domestic trade 
by dissemination of information through seminars » work- 
shops » and conferences. 
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EKport'Iaport B*nk 

The Export- Import Bank (Exlmbank) t* an independent, 
i^'^holly owned agency ot the United Statea Government. Ita 
purpoa^ is to facilitate and tiaaace foreign trade. In 
Addition to providing «»xport credit insurance and 
guarantees to commercial banks, Eximbank also directly . 
promotes exports in a number of ways . Among these are 
long-term loans directly to public and private borrowers 
abroad for the purchase of United States products and 
services; repayment guarantees to American or foreign 
lenders of funda for the aame purposes; lending credits 
to entitles abroad which, through sub-loans to ultimate 
borrowers, will assist smaller purchases of American 
products; and repayment guarantees to exportera to assist 
in the use or leasing abroad of United States services 
or products. 

Direct loana normally cover not more than 50 percent 
of thfe financed portion of the United States procurement 
costs. The borrower may find the other portion of his 
financing from private American pr foreign icurcea with 
Che assistance. If needed, of a repayment guarantee by 
Exlobank. Repayment of the private portion of the 
floAoclni nay be completed before repayaent of the 
Exlabaak portion begins. Where necessary, to compete 
with non-Amerlqan aources of procurement that offer 
financing for the local costs as well as the foreign 
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•xchai^t cocu of eh« project. Ixiabank My of fcr- repay- 
■oat fttMraftttot to ateitt United States suppliers in 

obtaining off-shore flnanjeing for at. least a portion of 
the local costs. 



SmII Business Adainistrat^on 
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The functions of the Snail Business Admlnlstratioa , 
(SBA), an independent agency of the United States Govern- 
ment, are to aid and assist snail business flras in the 

United States. As a source of funds, the SBA finances 

■» « 
small business only when f.lnanclng cannot be secured 

through regular financial channels. An ^portent part 
of SBA assistance is the counseling of tlU^^Blall business- 
man by its staff experts. If a firm nee»«-^equlreinents , 
the SBA will participate in loans or oake direct loans 
for buslnes* construction, conversion or expansion, for 
purchase of machinery, equipipent. facilities, supplies or 
oaterlaU, or for working capital. SEA also provides 
disaster loans and a broad range of nanagenent assistance. 

The SBA seeks to laake It easier for small bualnesses 
to enter foreign trade. Prospective small exporters are 
counseled on export opportunities and problems. SBA 
keeps a list of small manufacturers who hsve expressed 
Interest In developing export markets and refers trade 
opportunities to theoi. Small businessmen arc encouraged 
to exhibit their products at trade fairs and to take 
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advAnttge of trade mltsione. The SRA aUo co-spouiort 
foreign trade opportunity cor.ferencei for iBiell bualnees- 

« 

men to acquaint them with foreign trade opportunities, 
ftnd cooperatea with colleges and universities in ofcferlng 
short courses on exporting techniques. 

In its foreign trade program, the SBA works closely 
with the Department of Commerce, £he Department of State, 
the Export- Import Bank, and other Governinent agencies. 

B. Supranational Agencies 

National gove r tune nts- work in concert regionally or 
Internationally to promote international distribution through 
membership In more or less permanent organi«ationa which ha.-- 
baeo created by the national governments themselves, or by 
beconlng parties or signatories to agreements or conventions. 

Such arrangements have helped to create an international 
anvlromaant favorable to bualness tranaactiona . For the moat 
part, relationahips established'with lAdividual business 
flnaa have been indirect, since direct asslstsnce is made 
available generally only to national governmenta. Direct 
aid, however, la provided Individual bualness firms through 
atatlatlcal reporting ^nd publishing activltlea. In «any 
Instances aoch data are not available from other aources. \ 

I. ynlted Mat ions 
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«. gcoooptc ^ tocUl council ficosoci ^/MiAntr 
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Within tblt prgAnlSAtlon tht Economic and Social 
Council (ECOSOC) la tha prime mover In the economic 
And toclal «reas vhlch affect InternAtlonal trade. 
Eltht co(«ilttt«i In ECOSOC perforn funetioni «nd 
provldt scrvlcts of apcclAl lnttr«st to the Inter- 
national bualneaaman. Theae are: The Statistical 
Coomlaalon; the Commlaalon on Houalng. Buildings 
and Planning; the Coamlaaj^on for Development and 
Planning; the Advlaory Com&lttee on the Application 
of Science and Technology In Development; and four 
regional economic commlaalona (for Africa^ Asia and 
the Far Eaat» Europe » and Latin America). 



b* United Nations Comm Ittee for Trede and Developtnent 
(UWCTAD) 



Xhe arm of the United Nations concerned parti- 
cx^rly with exports of developing nations is the 
United Nationa Cooaittee for Trade and Development 
(UNCTAD), which held conferencea in 1964 and 1968 
to discuss this very sensitive area. The laajor 
activities f UNCTAD include research and aupport in 
connection with negotiation of coninodity agreements, 
technical elaboration of new trade schemes, such aa 
a new import preference ays tern, and various pro* 
motional activities designed to assist developing 
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^N^^countrlet In the areat of trade and capital flcMt* 

\ 

UNCTAD has no direct official ralaclonahlps with 
individual business firms. 

c. United Nations Industrial Development Organltatlon 

(UNIDO) 

The United Nations Industrial Development 

« 

Organltatlon (UNIDO) i's also concerned with devel- 
opment. Its task is to promote the industrialization 
^ of developing countries by encouraging the mobili- 
zation of national and international resources. 
Emphasis Is placed on manufacturing. Unlike UNCTAD, 
UNIDO works directly wi^ business firms, generally 
on an industry basis. The major activities of UNIDO 
fall into three categories: operational, research, 
and coordination. 

international Monetary Fund 

Among supranational organizations, the International 
Monetary Fund (IMF) is somewhat unique in that it combines 
three major functions: regulatory, financial, and con- 
sultatlve. In its regulatory aspect^ the IMF administers 
a code of good behavior in the international payments 
sphere. As a financial Inftitutlon, It loans funds to 
national monetary authorities to meet balance of payments 
deficits. Finally, as a consultant, it provldas a c^i^ter 
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for tnternacloatl cooperation and a tourc* of taehaleal 
assistance to Its member governments. 

The objectives of the IMP are to pronote Intaraatlonal 
monetary cooperation; facllltai^ the expansion and stAbU 
growth of world trade; promote and maintain exchange 
stability; assist in multilateral payments between mac- 
ber countries to eliminate foreign exchange restriction* 
or other practices that hinder international trade; pro- 
vide an orderly means of adjusting or adapting to over- 
or undervalued exchange rates; provide short-term loailt 
to member countries experiencing balance of payments 
difficulties; and promote convertibility of national 
currencies. 

By carrying out policies to implement these objec- 
tives, the IMP assists the private sector of inter- 
national business by Improving conditions in which trade ' 
will occur. 

World Bank Group 

The World Bank Croup of financial assistance insti- 
tutions consists of the' World Bank, the International 
Development Association, and the International Pinaaea 
Corporation. Of these, only the latter is designed to 
provide direct, assistance to private business. The 
other two, however, aid private business in Indirect 
ways. In general, the Group la oriented toward devel- 



^^i^^ opwcnt Itndlng, with the major ahAre of Iti funds 
directed to Leaa .developed countries* 

« 

> * 

«. World Bank 

The general purpoie of the World Bank Is to 
finance projects that help to build foundations of 
economic growth in leas«deve loped countries. This 
is accomplished by granting loans to governments of 
member nations^ including territories and political 
/ subdivisions^ political or private ^titles » and 

public international or regional organizations* More 
specif ically»^ the objective to provide long-teni 
financing for investments in and operations of 
domestic developments such as highways ^ power plants ^ 
hospitals^ agricultu^^'e^ etc*> which are usually beyond 
the financing capability of the private sector in 
developing nations. While the World Bank does ;iot 
finance private business direct ly» through its 
actions it helps provide conditions for domestic 
expansion* growth and stability which\ in turn» 

a 

provide an atmosphere conducive to increased inter* 
national trade. 

b. International Developpent ASioclatlon 

This organisation in the World Bank Group is 
similar in operation to the World Bank itself» 
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except that its Ioaqb are made at very low, or no. 
Interest rates, and for periods as long as SO years. 

International Finance Corporation (IFC) 

The International Finance Corporation (IFC) 
attempts to further economic development of private 
enterprise in member countries through financing 
only private enterprise contributing to economic 
development. Its purpose Is accomplished by 
assisting In financing, establishing* and Improving 
private business operations; seeking to obtain 
domestic and foreign private capital and experienced 
management; seeking to stimulate conditions conducive 
to private capital investment and more private 
participation in the growth of less developed 
countries; and undertaking financing in private y 
risk ventures where other private financing Is not 
available. 

The IFC benefits private international business 
by seeking to develop private capital srifrkets and 
financial institutions, and othexyise aids by 
offering risk capital, or underwriting security 
Issues. Since it is directly aimed it the further* ' 
ance of private enterprise, it is of direct impor* 
tance to private InteraaTlonal businessmen* 



^ 4. r.^ner»I Agree ««^nt on Tariff* *nd Trade (GATTj 

Thla agreement la perhaps the moat Important of 

the many agreements affecting International trade. 
GATT 18 a multinational treaty among more than 70 
countries which are concerned with reducing tariffs and 
ether barriers to trade, and with eliminating discrimi- 
nation among goods. ^Although technically a contractual 
agreement. GATT la unlike other agreements In that it 
1. administered by a permanent secretariat under a 
Director-General. Moreover. In 1964 there was estab- 
Ushed within the secretariat the International Trade 
centre (ITC). whose purpose is to assist less-developed 
countries In expanding exports. 

. In attempting to fulfill the basic principles of 
the agreement, the GATT organisation provides the legal 
and institutional framework for multilateral tariff 
reduction negotiations'; ensures Implementation of 
negotiated aettiementa and compliance with legal com- 
mitments under GATT; pro-ldea formal machinery for con- 
sultation and. if needed, redress if damage to a country's 
trade occurs because of another country's non-compliance 
with GATT provisions; fosters commercial policies and 
aids m developing mechanisms and techniques to increase 
the export earnings of ^developing countries; trains 
developing country officials In commercial policy and 
export promotion; and publishes world-wide trade 



/ 
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Subnatlowl GovriBaent AaenclM ^rt^-r r.V.',;'Lj'-lE ■ 

U State GovtriBcentf 

While ttAte govermnenta detlre to atiltt reiidtnt 
butlnessmen in increaiing their' int« rational butiaeea, 
BOtt astlstanee program! are relatively nev. Since theee 
prograoa vary atsong individual states and seem^ to be 
' everchangiag as state governnents seek to define 
precisely the role they should be playing, it is «ean- 
ingless to list the various services provided. There 
is no unifomity a&ong the various states, do all 
states provide assistance. In tha aggregate, the 
assistance available from state governstfnts ^is in miny 
respects slailar to that provided by the federal govern- 
aant . * 

2. Local or Municipal Govern—nts 

The international business proaotional activities of 
city goveruBents generally are ainor. Direct foreign 
investnent by foreign coapanies has received soae 
attention at the local level. The objective here is 
local ecottoaic developaent. For a United States fira 
to establish a represei^tative, an office, or a. plant in 
a foreign country, loc^ govemaent officials can be of 
considerable help in aaklng decisions, working vith the 
national governaent in arranging details and concessions, 
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and genertlly f«clllUting the operation. For exmmple, 
the city of Dusseldorf, Gernany, hat an of'flce of 
Economic Protnotlon, which hat helped attract hundreds 
of tubaidiaries of non-German industrial and trading 
companies by providing assistance similar to that < 
mentioned above. Other services provided by city 
governments are limited, although some cities, for 
example, Berlin, Germany, have agencies that are very 
active in such things as advertising, trade fairs, 
establishing trade contracts, and providing inter- 
. national marketing consulting and information services. 

Port Authorities 

For cities that are points of entry or exit, the 
most active international business promotional activity 
and assistance is usually carried out by port authorities. 
Such authorities have been quite active in trying to 
develop greater import and export traffic through their 
ports. They are most helpful and encouraging to inter- 
national businessmen wanting to use port facilitiea. 
Some port authorities employ representatives vho may 
go abroad, or visit exporters and importers in the 
United States, in order to develop business for the 
port. These "trade* developers" call on anyone vho might 

« 

have something to do with routing of shipments, such as 
manufacturers, merchants, export houses, and shipping 
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Unas. They let up atudiea for potentlAl port cuitomeri 
that provide useful inforamtlon on marketlngy handling, 
packaging and routing* While this trade development 
work Is heavily oriented towards the distribution phase » 
information on all aspects of International business Is 
often fsade available. 

D« Nongovernaental Assistance 

^Many types of private organisations promote favorable 
geofiSTal circumstances and conditions under which Inter- 
national distribution may be effectively cprrled on. The 
dissemination of information on government policies reletting 
tfi international marketing (e.g., information on tariffs 
or trademark regulations) is of particular interest. Some ^ 
of these organisations perform personal services^ for their 
Mmbars or clients. 

Finally, there is a group of organisations that give 
direct a&rvlce to individual cWpanles who may or may not be 
clients or customers. Included in this latter group are 
business fixma dealing in services (e.g., banks and carriers 
Their major function is to facilitate international trans* 
actions and to offer certain services without obligation. 

'I. Chambers of Cotaaerce 

Various chambers of commerce attempt to promote a 
climate^ conducive to the effective conduct of inter- 

8 
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national builneai acclvlclea. There are baalcally* 

three kinds of chatnbera of intereat to international 
traders: the International Chamber of Cooncrce, chanbers 
of connnerce that i|re strictly national or local in 
character, and chambers made up of business firms of 
two countries— the so called "Joint venture" chanbers 
between firms doing business in both countries. 

a. International Chamber of Conroerae (ICC) 

The International Chamber of Coaneree is made 
up of more than 40 National Committees. Members of 
each National Coonittee are drawn from the business 
communit^pand the nation's trade associations. 
These committees study matters related to inter- ^ 
national marketing, distribution and cownereial 
policy, and present their country's viewpoint at 
meetings of the International Chamber: Policies 
adopted by the ICC, then, represent its /efforts to 
influence national government policies, supranational 
agencies such as the United Nations or the Inter- 
national Monetary Fund, and world opinion on matters 
important to the development of international trade. 

The ICC is also interested. in encouraging 

« 

businessmen carry put, on a voluntary basis, 
practices and standards developed by businessmen 

4 

themselves, which facilitate international business 

m 
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operAtlpnt. For example, the ICC hai developed e 
code of trade tema (INCOTERHS) that define the 
reaponalbllltlet of buyera and aellert In Inter- 
national tranaacClona. 

Local chainbera of co—erce , 

Throughout the vorld there are nany local 
chambera of coonerce, inany of which are quite 
active In promoting and aaaittlng In International 

» 

buaineta actlvltlea In their coamunltlea. They 
provide varloua typea of aervlcea and Information 
to membera engaged In International trade. Some 
have International bualneaa departnentt which are 
well organised and itaffed^to serve the community. 
Soma are active in encouraging direct private 
tnveatment In the cornmunlty by foreign companlea. 
The aervlcea typlcall]^ available from local chambera 
Include providing bulletina or newa letters on Inter-, 
national trade subjects to lo^al buaineasmen; 
sponaoring ae^^^rs and conferencca on international 
buflnesa aubjeeta; Mintalning fllca on trade leada; 
circulating inqulrlea from abroad; and direct 
assistance In technical problema. 
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j^^^^ Atnerlcan Chambera of Commerce Abroftd 



The American Chambers of Commerce Abroad are 
voluntary associations of business firms and 
individuals from one country, doing buslnes* in 
another cuuntry, along with firms and Individuals 
froir the other country. Thef broad purposes of such 
organizations are to develop trVde, investment and 
amicable relations ytween the two countries, the ^ 
promotion and protection of each country's interests 
in the other couatry, the collection and dissem- 
-natitnn of interrar lonal business-related information^ 
and various o^ther specific services. 

Trade Associations 

So!T)e of the many trade or industry associations, 
such as the National Foreign Trade Council, Inc., the 
American Importer Association, Inc., The^atlonal 
A98nciati<m t)f Manufacturers, and other regional and 
iora* Internst lonal trade associations, are active in 
promoting and providing aervlces related to international 
buslneas. Trade associations usually are concerned with 
such prnbloma as foreign and domestic government regu- 
Uiions concerninij international trade, credit informa- 
rlon and co 1 1 ec t i on^J ♦ tenr.s of sale, and thv handling of 
trade dlaputes. Hu y may aUo publish helpful International 
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tr«d« •tatittics. Of parclcuUr help arc the reguUr 



nev»letter« of toine of these trade aesoclations, which 
keep readers abreast of current developnentt in foreign 



Private Business Finna 

There are many private, profit-oriented business 
firms involved in providing assistance in, and facili- * 
taking, international trade. These may be transportation 
carriers, advertising agencies, credit agencies, insur- 
ance firms, freight forvarders, and .ranking institutions. 
Some of the services are provided on a direct fee basis. 
Others, because they tend to increase international < 
trade generally and thus indirectly help the firms 
providing the service, are available at no charge. 

Among the services performed by some airline coai* 
pAOiet are org«nising trade niisionBi providing foreign 
market information^ aiding in technical buiiness matters » 
publishing helpful material^ and participating in 
foreign trade seminars and conferences. Steamship lines 
may offer similar assistance* Banking firms not only 
provide financial services in the area of international 
trade» but often vill also offer such assistance as 
credit reports on foreign businesses and buyers » general 
foreign market information^ aid in locating foreign 




trade matters. 
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represeniatlvei, and specific advice reg«rdl,ns a 

particular customer's own export or Impcrt business 



4 s^' 
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UNITED STATES REGULATORY BODIES AMD REGUIATIONS 

4 

A. Regulatory Bodies of the Federal Governpeat 

« 

The regulatory bodies discussed here are In essence 

ladepeodent agencies created by Acta of Congress and admlnl- 

? 

stered by civilian officials appointed for spe<flflc periods 
of time. Although these agencies are regulatory In nature « 
their decisions are subject to various safeguards--e.g. , 
requlrenents for public hearings on major decisions and 
appeal of decisions to the Federal court system. 

The scope oF authority of these agencies is generally 
interstate, but nay apply to intrastate commerce as well if 
intrastate traffic, transportation, or trade ru^s interfere 
with interstate coeomerce or safety. United States regulatory 
agencies have counterpart state regulatory bodies concerned 
with intrastate application of transportation, trade, and. 
safety rules peculiar to their particular states.*''' In con- 
flicts between federal and state agencies, federal regu* 
latlon will normally govern. 

The federal agencies are charged with maintaining viable 
competitive United States transportation and coonerce systens< 
This is done by promoting healthy price competition and by 
preventing destructive competitive practices, monopolies , N»nd 
unjustifiable price and service discrimination. Regulatory 
powers of these agencies are extensive, e.g., their creating 
statutes override application of anti*trust acts when this Is 
^ found to be In the public interest. 



I. Interstate Coaanerce Commi ssion (ICC) 

xV^"^^ The ICC regulates surface trans {for tat Ion carriers, 
^^"^ i.e., railroads, motor carriers, domestic waterway opera- 

tors, freight fo^arders and oil pipelines In Interstate 
aud foreign commerce, by determining eligibility for . 
operating authority and enforcing rate and service regu- 
lations appropriate to sound, competitive transportation 
*ln interstate and foreign commerce of the United States. 

Examples of ways In which ICC Jurisdiction affects 
international trade are levels of trans^rtat Ion rates 
for .xp*ort.ln-,rort comnjcdities (e.g.. rail rates to and 
,r«r. ports *re normally lower on export/import shipments, 
as con»pared vith domestic rates), differentials in sur- 
Uce transpnrtation rates based on variances In rates 
appUc^ible 'to th. different U.S. ports, and levels of 
rates on do^.eacic surface "link-up" and Interchange 
\rHnsp-;rtation (i.e., considering total don*stlc.export/ 
iv^iort shipping charges). 

2 . C 1 V i i Aeroaautica Board ^CAB) 

The CAB is patterned after the ICC. but pqateaaes 

.... ..-.nprehenHive responsibilities. CAb activities are 

c-^nil..-! tc air transportation and include approval of 
operating authority, routes, rates, and services of 
domestic and international U.S. air carrier operations. 
.. . „ , corrrrn carrier operations ot foreign air 
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carriers to and from the United States. The CAB la also 
charged with the proiaotloD and developcnent of civil 
aviation in the United Statee. 

cab's Impact on international trade extends into 
such areas as licensing of International air routes 
operated by United atates and foreign air carriers (sub- 
ject, however, to presidential approval), authorising 
operation of foreign civil aircraft in the United States, 
participating in negotiations of air transport agreenents 
with foreign governments, and overseeing donestic air 
link-up and interchange with international air carriers. 

Federal Maritime Coanleslon (FMC) 

The FMC is charged with regulating the 'Tatei- and 
services cf ocean carriers and monitoring coonaerclal 
maritime practices. The Coasalssion's responsibilities 
affecting international trade, which are designed to 
prevent uhfalr and dlacrinloAtory practices » include 
review fnd approval of "conference agreenents" amcng 

shipping companies, approval of dual rates and other 

t 

contract rates, and regulation of shipping rates between 
the continental United States «nd its territories and 
possessions. 

Federal Trade Cowolaelon (FTC) 

The FTC was established in the early 1900*8 to control 
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growth of monopoly «nd preierve coapeicltlon. FTC's 
duties geui^rAlly sncrooipass prevention of unfair laethoda 
^ o£ competition and vlcloua competitive practices, improper 
markptlng practices, and anrl-truat violations* 

The Impact of the FTC on International trada extends 
to adml/itstratioa of the Webb-Ponerene Act, vhtch permlta 
astociatlons to engage la export trade without Incurring 
penalties of anti-truit law* ; control cf markatlng prac- 
tices "bf foreign fins* in import operatlona; taacellatlon 
of faulty trade marki ; and aupervlilon of regifratlon and 
oreratlon of associetiona of American exporters engaged 
3 r 1 * . i a expor t '.: rade . 

5 ' L A viatio n Adml nlatrat ton CFAA) 

The FAA in respoaalble for the regulation of air space 
aau . It. exerciae of federal government control over the 
ohy&ical focilitles cf civil aviation. FAA manages the 
mAfi n^i all i»pace, prescrlbea and monitors safety rules 
K.: .ratt ^ ;ci operating personnel, and Inveatlgates air 
Accid<?nts. Aitnough in essence operating a# a quasi** 
ind^^epdeat federal body, the FAA is an agency within the 
!;rp<;t :.3x-nt. >f Transportation. 
^ " .3 -ivnived in international trade through pre- 

script lew of safety standards for International air car- 

^ ... 

!ier?i : etpnrt: and I'npor t t taf f ic ; promulgation of other 

*^ 

: '.*>o \^ .-^^^^r^tion with derivative econatrlc icapact on 
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donestlc «nd Uternacional freight r«t«i; promotion of 
civil aviation abroad by atalgnment of technical groups, 
training of foreign nationala, and the exchange of 
information with foreign governmenta; and promotion of a 
national system of alrporta. 

Tynsportation Regulation 

Generally speaking, there are three distinct types of 

regulatloa: economic regulation, regulation to protect pubit 

property or inveitnert^ and safety regulation. Most people, 

when they apeak of regulation, probably have some fo^in of 

♦ 

government price setting in aind. Regulation, however, means 
much more than that. 

I. Ecooocaic Regulatiog 

The most common forms of economic regulation are rat 
regulatlrn, regulation of entry and exit into or out of a 
given industry, and regulation of service and business 
practices. 

a. Rate ref^ulation 

This type of regulation gives some government 
body the right to fix maximum rates or minimum rates 
or both, r.'aning that such a body or agency has the 
power to set the exaV:t rate. 



AB a general rule the regulation »of maximum rates 
Is imposed for the purpose of protecting the public 
from exploitation by a business firm which Is either 
operating as a monopoly or Is operating in a situation 
in which economic forces will not permit a ''natural** 
price celling to be established. It should be recog* 
nlzed, however, that when In the opinion of the firm 
t^axlTnum rates are set too low, economic incentive will 
be stifled and can result In firms withdrawing from 
the industry f new firms not entering the industry and 
thereby llcr>\tlag supply, or a deterioration In the 
i ..- \ r . : ■exijrln*', service. 

rare regulation la usually used to pro- 
: i nt> puoiir, t rote price discrimination or to create 
Sf at stability in an industry by preventing so-called 
. - - I. .xT-pvL . .1 ion 02 to llcait the Intensity of price 
- -Ti'-'-.a. When G:;atmuxii rates are relatively hlgh» 
'.. -.cii ail umbrella" f^r inefficient or high 
;« out-ratO^* In Such cases, users or con- 
H service sutler by having to pay prices 
^ir. are higher chaa market forces would dictate. 
: u s v., tnx exarr.p ie ,\ prevent flnofi In one region 

* •i< .-TTTpe" ir ive wirn finrs from another region 



r'ix'i r ^ : I e j^u lat ion 



re^:u ;ar ion ^18 usually, if not always. 



iBplemented by the vias of a certificate or public 
coavenlence 'aecesfilty or « slolU^ type of 
enabling authority. Such authority li nade a pre- 
requisite to the operation, abandonaaent . or extensloo 
of the service of a given operator. If entry require- 
ments are relatively stringent this can lead to an 
undersupply of service. On the other hand. If entry 
rules are lax ^Is can lead to a high turnover of 
firms with conccrfnltant poor quality c^f service to 
users. 1 

When exit regulations a^e imposed, operatx>r8 mutt 
have penniaston to quit portions or all of their bust- 
ness. la fiome caaes where o^rltors are not allowed 
to abaadoa an unprofitable pWtlon of their operation^ 
uaeri of the unprofitable portion are enjoying service 
aubsldized oy users oi profltabia portions of the 
system. 

Regulation of service and busineas practices 

^ Service regulation involves those portions of laws 
and their interpretations and enforcement which are 
aimed at separating cocroon, contract, and private 
carrier operations. This is particularly true in the 
motor carrier livdustry. In addition, service regu- 
lation also involves rules and laws governing routes 
over vhich carriers nay operate, schedules which must 



be tnaincalned, cocanodlttea which may be carried, and 
atmilar matters. ^T^\is type of regulation may to aome 
.^3*^ extent obligate carriers to operate over uneconomic 

routes or ^nalntain schedules which they do not deaire. 
Limitations put on the number and typea of coinmoditlea 
which a carriej is allowed to haul can result In some 
duplication of operationa by carriers because a car* 
rler Id not allowed to haul a given cofomodlty-even 
though he has some unused capacity. 

Regulation of business practices means that a 
regulatory agency is to some extent supervising such 
Tiattere as carrier ownership and cha*^\ges therein, 
opeiatir.g aoc: ilnancial relationships between carriers 
accounting practices, and record and report^keeping 
actlvxtles of cairiers. In this type of regulation 
o^^aajierlal prerogative is circumscribed, and if the 
rvi<ia and regi *aticus are too stringent it may lead 
. c: a ciismciiniit tf.n on the part of businessmen to . 
irito or- remain In an industry. 

^' ii? iLL* ; A?IL J:^^ 1 rot ect Public Property ^ 

Ihis tvpe of regulation usually has its greatest 
i-TT. • rne ootor carrier industry. Every state has 
regu :ciC which Jeal vtth limitations on size, weight, 
speed. 1 -'Pi i^^m^nt of motor vehicles. With a few 
special i xempr I crta , these regulations generally apply to 



" both private and ccs&aerclal vehicles whether operttlng 1q 

latrmetAte or Interste^e consaerca. ' Theee leva have been 

created ior the following purposes:^ 

Protection of existing hlghvaya and 
bridges from destructive loads or 
loads considered to be dast«;uc%tlve » 
and also prptectlon of bridges from 
injury by vehicles of excessive 
dimensions • 

2. Conservation of the resources of a 
state by enabling the provision of 
roads and bridges of .standards con- 
sistent with the needs of the state 
and with its economic ability to 
bear attendant costs. 

3« Promotion of safety and abatement 

of nuis&nres in road use. 

4» The advancement of a state's In- 
terest In other ways, as through 
the control of competition between 
different forms of transportation.*' 

Reguiat'lon of thla type may have an economic Impact on 

carriers* Pof example, approximately SO percent of the 

revenue dollar of motor carriers is accounted for by 

wages and fuel» anc! since these two cost categorlea do 

not Increase appreciably with increases In the slse of 

vehicles^ larger vehicles tend to be more efficient. 

Cooaequeatly, sise llmltatioas tend to be detrimental to 

the Individual carrier. 



%filllam J» Hudson and James A. Constantln, Motor Tranaportation t New 
York: The Ronald Press Company, 1958, pp. 621-^622. 
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3. Safety Regulation 



^ This reguLatit)n is carried out both «t itAte and' 



federal levels and pertains bo such mattera at apeed Ilmltft, 
qualifications of employeea. Inspection and maintenance 
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practices,* and the handling of explosives and other danger* 
ous- materials. Such regulations rxlst fot all nodes of 
transportation, and do have an economic Impact on carriers. 
For example. In the dispute betwee", railroad management 

and labor concerning the elimination of fireman on dlesel ^ 
locoeiocives and so-called "full crews much of the labor 
.irgumetk agelnsi sutfh elimination has been based on safety 
jrequireoents . Management, on the other hand, has argued 
that safety is no longer an Issue because of the high ^ 
etauddrds of modern equipment, and has pointed out that 
rather dubfitantial savings could be effected throu|(h the 
eiixinaticn of the fireman and "full crewa." 

F^^*>.-ral ernat lonal Tra<ye Regulation 

I , irlxport Re&ulations and Control / 

" ihe following discussion covers the Important features 
i; .i ^ . .<,)0i I control regulations, particularly as they 
apply to carriers and trader*. It Is intended to provide 
essenti*! background information leading to a better under- 
stand irg of the responsibilities of those Involved in" export 
frade. The informant Ion provided is, however, only an out- 
line of a very detailed and complicated set of regulations. 
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Also, these reguUtlona ^re subject to continual change, 
modification, and revision. With this in nind, any foreign 
trader or carrl«iir should either fully Inicorm himself with 
rsgatu fo a particular transaction, or rely on the services 
of an *iu^.erienced specialist. Th* full tex^ of current 
export ifigulatlora can be obtained by writing to the Bureau 
of International CoBmerce, U.S. Departaent of Comerce. 
Washingtcrt» D.C, 20230. 

a- Purpotws of export control 

The prioary purpoi>«« of export controls in peacc-> 

* 

tine are to make certain that the export of domestic 
goods does not adversely affect the country's national 
security and welfare nor aid countries determined to 
be unfriendly to the United States; to Insure the use 
of these controls as, an instrument of United States 
for^iign policy; to protect our domestic economy from 
excessive drain of Scarce materials; and to reduce the 
inflationary Impact of abnormal foreign demand. To 
further thesfc ends, the federal government has adopted ^ 
regulations designed to prevent the exp^t of certain 
goods, and to control the movement of other' goods of 
U.S. origin after they havti been exported from this 
country. The object of the latter is to prevent 
unauthorised re-exports, diversions, or trsns -shipments 
to countries to which our government would not authorize 
ship^nts directly. 
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Exirort Control Act of 1949 

9 

The primary legit Ittlve foundetlon for US. export 
reguUtlona Is the Export Control Act of 1949, which 
Author iRei the President to control export! of both 
U.S. cotnoodltles end technical date to all foreign 
deetlpatlona. Export control authority haa been 
delegated by the President to the Secretary of Coonerce, 
and Is administered by the Office of Export Control of 
the Bureau of International Commerce. 

Export Administration Act of 1969 

More recent export legislation Is the Eii^ert 
Administration Act of 1969. It took effect on January 
1. 1970, upon expiration of the Export Control Act of 
1949, and will remain In effect until June 30, 1971. 
The Important point to note with regard to this new 
export legislation la that all outstanding delegations, 
rules, regulations, orders, licenses or other form of 
administrative action under the Export Control Act of 
1949 remain In full force and effect until aoiended or 
revoked. I.e., the same as If promulgated under the 
new Act. Thus, moat of the basic provisions of the 
Export Control Act of 1949 are continued under the 
1969 Act. 

The Exporc Admloiatratlon Act of 1969 doe* make 
A few changea, however. Firat, It la more liberal with 
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vgAtd to export of goods or ttchitolcgy vhlch In the 

ptitt ci^cld jiut I a Khlpptd £0 Ci>u«it-<:t«»tt wh«r« they might 

« 

Th« 196V Act daUTt* "^co-^omlc" fvcw ».hlt c^ittrU. 
th«> Act aleo alltMN •j.,pux*te which ai^y coatributt to 
nilit^ry pctcnttal it the«« goods can bs obtaintd 
eUewhtirc, unlaac aa^ioMl ftacunrUy int«t*«cai clearly 
dictate othexvis«i. 

Another provision ot the Act direcr.* the Secretary 
of CcasercQ to review restricted Hats more regulerly, 
.with the object of making promptly any relaxation 
necessary or desirable in promoting trade, finally, 
the Act of 1969 makee new provisions for administration 

# 

of aKport control regulations, treders are to be kept 
fully and proiaptiy informed of ail changes in rsgu-- 
iatlooa and coottodity restrictions In addition, « 
record keeping end export documentation has been 

reduced for the tieder. 

Export licensing 

Export' iicerising controls epply to exports of 
commodities end t«uhnic«l data from the United Statea; 
ta-exports of covkuoditiet ot O.S. origin from a foreign 
tJeatlnatlon to auother foreign destination; parts and 
<:ampcnents of U.S. orlgid used in a foreign country 
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to manufacture a foreign end-product for re-export; and 
In some Irjttances the foreign- produced, direct product: 
of technical data of U.S. origin. While no epecial 
authorisation !• required by the Departvent of Cowoerce 
to engage in export- import trade, exporti may uot Ke 
made unleea authorized by either a general or a 
validated license. 

A general lice^e ii an authorisation pertnitting 
export of certain commodities and technical data with- 
out the necessity of applying for a license document. 
A validated license is a document authorising the 
export of conaoditles within the special limitations 
set forth in that document. It is issued on the basis 
of a formal ap licet ion made to the Departtsy»r.t of Com- 
merce. No fee is charged to apply for or receive a 
validated export license. 

* 

(1) Country groups 

* Fcr exporw control purposes all destinations, 

except Canada, are divided into the follwing 
country gro'tps: 
Group S: Southern Rhodesia 

Group T: Atl Western Hemisphere countries except 
Cuba 

Group W: Poland, including Danrlg and Romania 
Group X: Hong Kong and Macao 
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Group- Y: AlbaaU, CulgarU, Csochoalovakla, Bast 
Ganuay (&ovlac sona of Gatmaay and 
Saat Barlla), EatoaU, Bv^itary^ Latvia, 
Lithuania* Outar Kengolla, aeid the USSR 

Group Z: C^>maltt China, Uorth Koraa. CoMtuniat* 
control lad sfaa of Vlat Nan and Cuba 

Croup V: All othar emtntriaf/axcapt Canada 

Caaada la nat iacludad in any country group a'inc<« 

axporta to chat country are aormally pot eoatrolUd. 

iicanaing pollciaa for «paclfic area 

( 

Moat cottBKidicias can move to deatinationa in 
tha fraa world undar ganaral Llcanac types daaignad 
G-DE5T orCLV. Tha ganaral llctn«e typ« G-DEST aay 
alao ba uaad for noat non-critical goods dastined 
to Baatara Europaaa couatriaa. Tha polieiaa ra* 
latiag to tha licaasing of axporta diffar from paa 
couatry group to tha aaxt, and, tharafora, tha 
axportar should aacartain tha asact policy bafora 
attaaptiiig to export. 

CoModltv controla 

Tha CcsBsadity Control Liat (CCL) la Fart 
399.1 of tha U.S. Oapartaant of COMarea Export 
Control Ragulationa ia tha kay to dataraining 
vhafchar a apeciflc shipaw^t aMy ba axportad undar 
a ganaral licanaa ia naadad. Tha CCL lists all 
of tha coBBioditias lieanaad by tha Oapartmant of 



CoopBMree and •hows the del tlnat ions for which each 
covaodlty requires any ipecUl docunent. Also 
shown Is whether eny, specUl requlrensent must be 
met In connection with the submission of the 
license Application. 

Once It has been determined that a validated 
license Is required for a specific export, an 
application for a license should be submitted to 
the Offico.df Export Control of the U.S. Depart- 
ment of Commerce. An application consists of a 
completed Application for Export Licence (Form 
FC-4L9) and an Application Frocesslnt Card (Form 
FC-420). These forms are available free of charge 
from either the Department of Commerce in Wash- 
ington or any of its field offices. 

There are certain commodities and destinations 
which require tUat supporting documentation fc« 
submitted wl:h the application, I.e., rhe <jiport 
certificate or the consignee/purchaser transaction 
statement. 

) Special license procedurei 

'■■ In addition to handling individual export 
licenses, the Office of Export Control has devel- 
oped siopllfled procedures under which one appli- 
cation can cover a niaabe : of transactions. 



« 



(5) OthT ilftpllflad proctdwi 

A auBbtr of other proetdurts hav« btt«^ d«v»l- 

op«d to facilitate exports without datrimeat to 
objectives of the Export Control Program. The 
Foreign-Based Warehouse procedure is typical of 
such procedures. It permits a qualified exporter 
in the Udited States to obtain licenses to export 
cooBoditles to be stocked abroad for sale In the 
country where the stock is to be located or In 
other approve^ countries. Such stock oust be 
Located abroad and its distribution mist be under 
the full and active control of a distributor who' 
hat been approved by the Office of Export Control. 

(b) UeitlnAw p control 

To help insure that United States exports will 
go only to authorised destinations and will not be 
shipped Illegally to other destinations » a "desti- 
nation control stateaent" is required on shipping 
docusents. Under this requireaent aoet eoasHrclal 
shipaents leaving the United States aust show one 
of three •tat^n'.s, as appropriate, on the export 
declaration, bill ?f lading or air-way bill, and 
coMerclal invoice. This stateaent notifies the 
carrier and foreign parties (ultiaate and inter- 
ned late consignees and purchaser) that the naterlal 
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. ha« b«en licaMei for •xport only eo certain 
dettlnatloDS and may n»t ba dlvartad contrary to 
United Statea law. The exceptlona to th« uae of 
thla atatement are ahlpnents intandad for con- 
^> sumption In Canada and ahlpmentf being nade under 
<^ certain general llcenaea. 



(7) Parts and conponenta 

The uae of U.S. origin parte, coBBponente. 
— aad naterlala In the manufacture abroad of com- 
nodltlea that will be exported from the country 
of manufacture to any other ^country la governed 
by Export Control Regulatlona. Such uae requlrea 
prior authorization of the Office of Export Con- 
trol. 

2. Itaport Regulatlona and Control 

All gooda entering the United States from abroad are 
aub^ect to the cuatoma lawa of the United Statea. After 
gooda have paaaed through proper cuatoma procedure, they 
•re releafed for further u«e or dlatrlbutlon. Cuatoma 
clearance la a complex procedure. It requlrea correctneaa 
of all docuoenta and compliance with all detailed Inatruc- 
tlona. In the following dlacuaalon aome Important aapecta 
of the cuatoma procedure are highlighted. More detailed 
Infontiatton conc«rnlng the exact procedure may be obtained 
from the U.S. Cuatoma Bureau. 
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Every coon«rcUl ahipDenc of goods with « value 
greacer ch«n $300, unlest exempted und^r provUlone of 
section 8. IS of the Custont ReguUtlons, mutt be Accon- 
panled or covered by « special cuitooia invoice. This 
form (Customs Porn SS15) muat be obtained by the forelg 
seller froei the nearest United States consulate in his 
country. The completed form is foxvarded to the 
importer in the United States » who must file it with 
the customs collector at the port ot entry» with other 
entry documents » before the merchandise can be cleared 
for entry into the United §tate». 'Depending on the 
type of transactions, special customs invoices are 
classified according to whether the commodities are 
"purchased goods" (i.e., those acquired by purchase or 
agreement to purchase) or "not purchased goods" (I.e., 

those acquired by some meMnf other than purchase). 

/ 

For purposes of tariff assessment^ goods are considered 
to have been purchased If they were shipped as a result 
of a definite saie or agreement to sell, if the sale or 
agreement to sell was concluded at or before the time 
the goods were exported from the foreign country, and 
If the price paid by the purchaaer was fixed. Goods 
acquired otherwise should be invoiced as "not purchased" 
goods and may not be included on the invoice with 
purchased goods. 
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GenTal order 

General order time li deflj?.4d as the time allowed 
the Importer to file an entry with the U.S. Cuatoma. 
Thla la five daya after the arrival of a veaael In port 
or of the goods at a border point. Technically, a 
vessel does not enter port until Its master files his 
papers at the customhouae. General order time la 
calculated aa five business days, starting with the 
day after the veiael haa arrived at the port. Satur- 
daya, Sundays, and holidays excluded. A formal exten- 
•ion may be granted by the collector at the port If 
necessary. If the entry Is not made within the allotted 
time, the Import goods are taken by the Collector of 
Customs and atored in a warehouae normally called a 
■ general order bonded warel^ouse." Entry may then be 
tnade by the Importer at any time within one year. The 
cKpenae of -&iehou8lng Is chargeable to the Importer. 
If the goods are unclaimed at the end of a year, they 
are conaldered abandoned and are made available for 
sale at a public auction. 

Docuiaenti required for entry 

Documents required for proper entry of Impoited 
goods are a bill of lading, a apeclal cuatoma Invoice 
(wtnh certain exceptions), an entry form, and an 
appropriate bond. 
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Bin_ofj8dt"^ 

The tern "good' bill of lading usually la 

used to signify that the bill of lading has been 

properly endorsed. If the bill of lading is not 

available, the importer may secure a carrier's 

certificate irom the steamship company by giving 

a letter of guarantee. The guarantee is usually 

signed by the consignee and by an interested bank 

that is obligated, along with the importer, to 

deliver to the carrier a good bill of "lading as 

soon as it U available. The carrier's certi- 
« 

AtL' Ano release fcrni (Customs Form 7529) is 
nothif*^ vrove than a torrr. signed by a steamship 
cotr.paay and addressed to the fjpl lector of Customs, 
certitving the importet is the o'vner or con- 

si ^;nt-e or rhv nr:i; ies described t»iercia* 

b^- '^^C" i_ r M -> r {: .I'tV-'M e 

Th*' rr\-\:,fi] co v i\\e invoice must be sub* 
tnitted at "hr t :rf- ol r.^^win^^ fortral entry. This 
doc.'irren' ^-r i v : ri.i^ --s v i * ♦ho oxr»orter who forwards 
it to ti. ; ir-port*^- With the other 

document s covorl ng the transact ion . 

^-tr v ' --^ 

There are several types of entry forms to be 



filed with the Collector of Cu8tomd» depending 
upon the"--«4H«rGinatance3 of the pert Lcular trans* 
Jk. ac^on and shipment. The most coiranon type of 
entry Is the so-called "conauxnpt ton entry'* 



< 
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S 
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(Customs Form 7501) 



(4) Bond 



An appropriate bond, usually a consumption 
entry bond, must be filed with each consumption 
entry. These may be purchased by importers apd 

- -.i- vp'ir; for tenr.8 vp to one year. This pxo- 
•'-^ c» I i r.iinflitffi the necessity of filing a 

isr e r>c.nd to covtjr e^^rl* indiw'idual entry - 
vh.-> 3 single entry brmd is used, it must be for 

4 ■ ^, -jiu I tw r\\^ vdU.r ■ f ihe goods covered 

' ^ r r dut V , 



-iu- n».ces8ary docuiTients lor entry have been 
ai'jc. ; i^.f* iTporter or his agent presents them at 
r .'v: -f.ou;? wh re the declared duty is verified. 

" ' * / in paid and /? r**c^ipt is issued by 

• • t - • coliector'i niii^^e, a permit COua- 

' • . ,-.\» if? Isfiued bv rhf collector, which is 

i 

' : . . . v.r^at^ <>! thi iuv.-i .md siirx^ry sheet 
• H . .'-r^T -.^^ . M ro rhe ap'^taisei i^y the coll^^ctor 
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requesting appraisement of certain goods. 

When issued, the permit is delivered to the 
importer or his agent and dispatched to the customs 
Inspector in charge ot the point where the imported 
goods are located. The collector, at the time of issuing 
the permit, gives instructions to the inspector con- 
cerning disposition of the goods. These instrctions 
indicate what portion of the shipment is to be sent to 
an appraiser for examination, or what may be examined 
at the pier or the Importer's place of business, or 
any other designated place. Whether the goods are to 
be weighed, sampled, or held for examination by govern- 
ment agencies. Is also Indicated. Usually ten percent 
of the goods, but not less than one package or. case, Is 
examined by the appraiser. The balance of the shipment 
may be taken immediately by the Importer, but the 
appraiser may, at any ttme before appraisal is com- 
pleted, demand redelivery of all or part of the ship- 
ment within twenty days from the date , of his report. 

Goods which have been conditionally released 
should be held. by the Importer until he la -ertaln 
that all t.hc goods have been examined and appraiaed, 
and that tTie collector la satisfied with the estimated 
duties. The duty paid at- the time of filing the docu- 
ments is jpnly a deposit, . at which time the customs 
officer ^ives the importer the delivery permit. 



e* Deterrotnln}^ dutiable \/alue and final ad)uttti^ent of 
duties 

Valuation Is perhaps the most Important element In 
the customs procedure, and appears to be responsible 
fo: moat of^ the controvers les and misunderstandings 
that arise. 

The assessed value ot goods dutiable at ad >taloreto 
rates determines the amount of duty to be paid. The 
value Is determined by appraisers who Inspect shipments 
and confirm the accuracy of Invoices, or who make • 
ncressary correct Ions . The Importer and the appraiser 
ar^. ojth ijoveraed o'y the provisions of the tariff law. 
A'^ r i\ basis f r tht assessment of duties on imported^ 
goods, Section 5U3 of the Tariff Act defines dutiable 
value as the final appraised value. It Is clear that 
the importer, who declares the entered value, and the 

: ra\ser, who determines the appraisal value, must 
--.-p^rRCP and be In agreement. Otherwise delay, expense 



tt •• i :-^33ibIe 1 it i^af ion may result. 

To remain coinpet 1 1 i ve , an importer must reduce 
to an absoluf? minimum all penalties. Increased costs, 
or -ielavs. An Importer's self-interest dictates 

:ru: Invni'.e, t -"gi; lIk-i w,irh _;ditlona) papers, 
iic.-\ivrrA " . correspondence , orders, r^rlcc lists, quota- 
t.-jns. anJ rth^r inforr.atinn necessary to substantiate 
tne value decUreu, Including rpqulred dv-claratlon of , 
M. Hubmitt?»d to the appraiser In advance of 
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entry. If the appraiser has Infonnaclon based on pre* 

vlous Importations of similar merchandise, it may aid 

the importer to enter the value accordingly, unless a 

diffe'-ence of opinion exists* The importer may then 

want to declare a different value as the basis for a 

test case requiring judicial determination. This is 

called an *'appeal^ntry . 'V Prior to final appraisal,: 

If the>«r^rter receives information indicating, that 

a value should be used, he will usually be allowed to 

• amend the enteredj va lue so that It will agree with the 

appraised value. ^ 

t s Basis of value 

# 

The Customs Fl impll f icat Ion Ac^ of 1956 made 
importau changes in Lite 'bases of assessment oi value 
or imported mercn?-nfi i s»*^ . The ba.ses of value are the 
<?xporf. va lue : or it t ho export va 1 ue cannot bedeter- 
;alned sal iiU'^ict <} ^ I i y . then the Uni ted States value ; or 
if neither the *:/:()ort. value nor the United States value 
can be determined sat Is fact or i ly , then the cons t rue ted 
value f'^r an impoited article subject to a rate of duty 
based* on the Atnt*rlcan sal'^s price of a dotpestic article; 
or the outrii?:ht America n se llinj^ price of such a 
doni*»s t ic art ic le . 

K • Imp '^ r t quocas 

An import quota is a quantity control on imported 
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merchandise for a certain period of time. Import quotas 
may bt divided Into two types, abaolute and tariff rate. 

Abuolute quotas limit the quantity of goods tHfct 
V may enter the commerce of the United States In a specific 

time period. When the quota la reached, further entries 
are prohibited for the remainder of the period. 

In contrast, tariff rate quotas permit a specific 
time period. When the quota is reached, further entries 
are prohibited for the remainder of the period. 

In contrast, tariff rate ouotas permit a specific 
quantity of an imported product to be entered at a 
reduced rate of duty during the quota period. There 
Is no litnication on the amount of the qvota product 
that may be Imported at any tlm^» but quantities 
entered during the quota period in excess of the quota 
for that period are subject to higher duty rates. 

• Foreign Cov oraij^ent Regulations 

Mosr ccuntries use controls similar to those of the United 
States irr selected imports. These control devices take such 
f or quotas; import licenses; foreign exchange restrictloas ; 
quarantine and other regulations; and restrictions applied to 
cercam •: • i: n;'Hl : t lea , such as food products, drugs and phar* 
maceut lea Is , and explosives and inf lammablea . Import dut 
T.a/ DC invi vi for revenue piirposes or t o protect local industry* 
In b'.-^-*- V i)es, gov*?raiaent rrianuiactur lag monopolies for 
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certain products (such as tj.acco ..r matches) may virtually 
bar products from the Utv.t-J .-.u.'-.m . 

Specific regulatrions also govern the marking and labeling 
on packages and containers in aianv countries. The United 
States exporter may have to ehangt? labels in deference to 
local customs, while a translated version of the English text 
may suffice in some coun* ries. In other countries, the label 
may not have to be translated from English at all. 

Certain countries have requirements concerning containers. 
For exar^rit*. tu- ''n. c. -^'ates exporter may be required to 
; 1 cer:-ir.n • t ^*mil 'n tubes rather than in cans, or by the 
■•;rr*' anJ Kijni^.ra:v inf-t:eed ni by the gallon or pound. 

i:[ - ' f-v M. . A . , 1 "'U' cxpnrier needs information 
reg^irdm^ ..i.ensinj;; and exc-haitge controls of foreign countries, 
— -^-.^r vv-*f-\. ^--.a ^ and r ♦^a t>ma r k requirements ♦ 

ic 13 • ittar , t rie:'., c -at '>eroru cxptir t i ng^-^t any foreign 
. *rv a f ri] r j F.ifir^-iit •..-> [••(.•r? er musr soek specific Information 
r-iv ^-r^ * r-r v^*riwiift Tk^iwil.i .^ns f r.ar wiii affect the tranS* 

\ r. ".At'.nii^- . Ir^rrrma-. a re^;fl din;; import duties, 
^^••!(»v.^rv v-'rertia) taxt^s, ^.d import i t>str ict I^ns applicable to 
Hrr^ b\--^c-iii: product ^cinK into a fjp-.riflc foreign country, 
f-.ii rained .'ror :*>*'.^a^ t^'-n' iif Cf^nrrjcrce or one of its 

■ : . . : ; . (.'I iKT ..r $ c I i nf- r. • i m are f.K'e rseas 

b . .u\:;.s r- ^-^or t , The , Kx;; <; f ter ' rncyci-^jpe c . C omroerce Today , 
L^' *J L"^:* ' ''^"^^ c;(^r.-rn»- Fr^rvicn t^r/v^^rmneat embassies^ 
• • -lid t..* } i M ; : 'i * b.*'' ini'^-.i :'^atrs may al'io make 
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^NX' Financing problems unique to international trade are often 
due to differing business environments. Differ,cnce8 in financial 
institutions , govei unent regulations, and currencies and their 
exchange values, give rise to these problems. Moreover^ currency 
values and o.change rates often fluctuate unpredictably. ' lack 
oil underatan«Jing of :he institutions and instruments used in the 
f inane ii^.tf of exports and imports can he a serious barrier to 
profitable operations. The following discussion, therefore, is 
focused on some financial aspects of ''international trade. 

' IjL JJ n ^ n c i .-i Instttxittona 

Coimnerclal banks and private finance and credit cotnpanlea 
are two major groups prodding firnncial services In inter- 

n^t-iop^i trade, ^ 

' • ^c'^ ^r.prc ia) Bank9 

** 

Do^iesitc end foreign commercial banks are of major 
importance tn fi;iancing export and import transactions. 
Many United States commercial banks do business with the 
principal commerf ial banks abroad. E acting as their 
c I r esoondent in the United States, by extending credit 
and ; ther acc orrroodacions , and by personal contacts. United 
-rates banKS hfi.ve established International relationships 
nnd KHc/wle/Jge relating to financial matters connected with 
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foreign trade which are extremely helpful to buslnesainen. 

Whether exporters and Importers seek outside furids or rely 

on their own resources to finance transactions across 

national boundries^ the ^ommerclal banking system can 

supply services that make such financing possible through 

a system comprised of branches and subsidiaries. 

For the exporter who wlshe^ to extend his own credit 
to buyers abroad, commercial banks^re able to provide 
credit information so the seller can choose terms €»uit* 
able to the risk in dealing with each customer* For 
regular customers > most large banks also provide at cost 
or free of charge foreign market research and Inf orisiation 
on exchange rates iind tariffs, Import and export regula- 
tlons, licensing procedures, and political and economic 
ondittons. Banks tlao put the international businessman 
in contact with foreign lawyers, distributors agents, 
and brokers who can provide key sermces , Upon a cus- 
tomer's request, a bank will often ^tain names of 
dependable suppliers of raw materials. As advisors and 
financiers in international commerce, commercial banks 
perform several routine operations essential to th#*ir 
role, such as foreign exchange trading, collecting foreign 
bills, discounting and loaning against bills payable abroad, 
and opening letters of credit. These services entail 
explicit charges. " * 

Commercial banks are a major source of short-term 
financi'ng of international trade. B/ making loans and . 



discounting bllU o£ exchange and time drafts » banks 

provide funds to exporters and Importers. Fxinis may also 
• • _ » 

be provided through acceptance financing , which is « time 
draft or biU of exchange drawn on a bank (uiually by a 
trader),' calling for payment at a specified future time ,^ 
and bearing a certification of "acceptance" by a bank. 
Acceptances may readily be sold in the money market, 
although the acceptance market itself is somewhat narrow. 

Nonbat^kln g Companies 
a* 'Factors 



Private finance and credit companies, such as 
fac torsi will often undertake risks teyond those 
usually covered by comnercial banks and beyond the 
sco.>e of the line of credit the exporter u-ay have at 

bank. If factors are satisfied as to the responsi- 
brlity of the foreign buyers (unlike commercial banks 

0 

which are primarily Interested In the seller's respon- 
sibility), they will purchase without recourse the 
receivables covering goods shipped, and in this manner 
provide funds needed by the exporter. The factor then 
collects from the buyer directly. Factoring allows an 
exporter to sell on o^en account, and enables him to 
pxtead extremeljf competitive -flnsmclal terms to cus- 
tomers; however, the cost to the exporter l» greater 
than usual types of bank flna.ic,lng. 
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Another means of financing e^porta Is to work 

through export merchants or confirming houses, k.ien- • 

ever credit information on foreign buyers is inadequate 

or banks are ynable to provide credit" facilities* manu^ 

facturers may resort to these institutions. Trans* 

actions between domestic manufacturers and export 

merchanis, however, have only a remote connection 

• * 

with export financing. These transactions may be more 
properly classified as domestic sales » 8*ince the dotAesti^^ 

uianur /icir.^pr :-;.>1 ^ 5, *.be expoi^t re rrhr.nt ^ho, fn 

rutn, set is the goods' abroad . Only a small price 
ad jus inutni* and .^...a". packm^f; n.ay difitlnguish the 
export merchant's order, Thi. main advantage of ^jn 
f*>.nort r^erchant is < . <'x. has experience selling abro«id 
an^"^ can, in o^feci, x.h^ "<->:port- aepartment" of a 
domestiw manuta^turer . 



M>»; hOw.-i T'l' Payn e nr 

•I he paxclcuiar method of payment used 'by an exporter 
.i»nver..s the nature* anJ extent to which he extends credit to a 

r -r^-^grj '••;-'**r . }*aymert n»''".M,-<? ; riH i.cat • nf rrrm of sale* 
wnich ar*:^ t- iu*d i« a ^^rt-'at L:ienL the dt.-gxt*e of con- 
ttt-l rh^.' '51'! *. wis^ies f rc^^in ;>ver r Iw* m^-rchandise and the 
iir;it he c ^ : r^- s *: rlace jpon the r*x?. i-nfJ i '"n cxedit, 
:je,veral other factors influence the lerms of sale. These 



include the type of merchAndlae , amount of noney Involved » 

* . ' ' 

~_ market customs, cou{.try of destination, exchange restrictlonf, 

■■-^ 

^buyer's credit statidlng* seller's f inane la 1 condition, and 

^ tenns granted by foreign and domestic competition. 

Export sales are usually paid for by documentary draft, 
(bill of exchange), letter of credi"» open account » or con* 
slgnment. Crhet less used methods are also available. 

« 

1 ♦ Dccutnentary Drafts 

^.ccordlng Co the Negotiable Instruments Act a drafts 

a>: • kac^n a bill of exchange is an . 

*V • .uaccndu ional order In writing addressed 
by one person to anothef, signed by the person 
giving it, requiring the person to whom It Is 
addressed to pay on demand or at a flved or deter- 
mined future time a certain sum In money to order - 
or t o bearer . " 

V be negotiable! a tj^lll toust conform to these 
rr^.. 1. r.tfl . Th'r*^rtPi5h the use ot drafts^ an exporter may 
ecDplov M$ l>ank as the collection agent on accounts the 

rrer httnself finances* The bank forwards the exporter*! 
: L.u? Coie;.gn buyer diri*cLly or through a branch or 

CO! i ./upondent bank and then converts or remits the 'proceeds 
or th:* ^ TiUction to the exporter* » 

a. 'l^^ ' S cA drafts 



In the case of the sight draft s which Is 



payable upc^\ prcfton- r» * tht^ *>uyer, remission 
of the .lace vctltie i'.v -.ncje vij:hin one or two weeks. 

* • 

The sight draft la characterized by*D/P> or docu- 

mei.ta ajiSiast payment, since the sh ippln^- docuttentS 

ano tit le to the me rchand 1 3i* are ti^'^t released to ^ * 

the buyer until pa/trfent is made to the collection 

a^ent. Tae co.st ^^^f t inane ing in this caffe is ' • . » 

equal to the total of bank fees and cable and * 

pbstal charges Lrposed* by the governtrents of .the ^ 

importing and oxnnrt.fng nations • 

/ • \ ■ 

• » 

A-i*^th-: : • • Jia.i'ufc^eu when the 

Is w;;.;..n^ c!eli\-^r t.ho sli*ipj)iag docu-" / ' 

.i • ^^ .--t , ;s tr.t: D/A» or 

4 

. i rh*^ buyer Is 



) ^ i *T n 



♦ # 

:•' H j[ t- . . 1 ,m ' i If r t J and the 



:> f j'-a .♦.'f! , I.*' V 'viyrrenr.. '^'^-i-* 'documents , . , 

<* 1 1 : y 1 r.^ j.t ■ ^^*''Jjr o • s^:j»rent art* 

i.-^rrr.allv ontru.'ire^d to the co'.Iercii.^ bank together 
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renminlng, forra^ are dent ,di ifect ly' to the buyer. 

In most cases, however , che exporcer' will prefer 

. - * ..." 

* tor ship all fonad «t once snd keep title within 

-exclusive coatrol of his agent bank until payment. 

. . ^ received ox tJie draft is "accepted." 

% 

4 

t 

Another type Is the time draft which itlpu- 
lates payment to be made within a certain number 
or days after the date of acceptance by the buyer, 

^ -js-^ally 30 co 180 days, or which specifies a due 

det^ ^vnyrr^put based on the date of issuance. 

The latter Is known as a date dra f t / 

* ^ When the exporter draws his draft on the 

ioreit^n buyer, he will cuniplete a lengthy set of 
♦ 

^ nsr ruct iona to the bank covering the tenor of a 

c 1t»^ draf^, and specifying the time or date when 

pevi^enc must be made. The currency for payment • 

aI»o or#»ecribed, which determines who will 

% 

^have burden of insuring against risk of 

exchange rate flue tuat ions . * ♦ 

h. Ad vantage ^ 

'Tb.e a^v^iaa^es of the draft, or bill of exchange, 

.T/^rh::d r« ! fir. tnclag to both buyer and seller are 
ntit^r- . ..^ ?*»iler is prnt erred because title to, 

o . • • 



■ • con W'^'.'^'"-^ 

and therefore ownership of goods ^ Is not tra^nsferred 
unless payment t or arrangement for lt» has >een made. 
Drafts, once accepted » are subject to international 
iawy and the seller has the right to protest in situ- 
ations of ^on** payment • The seller may obtain f inancing 
and immediate payment by discounting the dra^t to off- 
set his^ financial outlays. The buyer is benefited by 
having to make no cash outlays in advance i and may, 
as in trust receipt financing, secure funds to make 
immediate payment e^a^ier or more feasible. In, the 
case of time drafts, the buyer may not need large cash 
sources if he is able to secure, a subsequent buyer 
before he has to make payment. Transactions are 
handled through banks, which benefit, both seller and. 
buyer in that the transaction will be handled in an 
orderly manner and transfer of ownership will be made 
in accordanfce with predetermined means and insure con*- 
<iitlon c[ 'the goods, safeguarding both parties. 

jisad vantages ^ ^ 

There are two main disadvantages to the draft 

mf't:hod of financing. First, it does not protect the 
seller against political or economic risks or the 
inability of the buy^r to pay, or against disputes on 
tprrr.s of sale and transfer of ownership, which can be 
t Ime sfionsumlnR and costly. 



• Second, tr«n«actlona may be complex and tloe con- 

. . > ,8uinlng, and errora in ahiptnents are ncit 'easily 
rectified. 



2.' Letter of. C redit 

^ A letter of crfedlt provides a simple arrangement.- 

* I * 

between seller and buyer which dispenses with any possible 
conflict over sight draft tennN, extended credit terms, 
^ -etc. It Is a written statement issued by a bank, addressed 
to an identifiable party or parties, whereby the bank agrees 

to honor ail drafts Jrawn on It 'within a stated period of 

> ■ ■ .1 

- f 

t Ime, provided that certatn conditions with regar^ to the 
goods are mei by the party or parties to whom it' ^8 addresied. 

• i i • 

The amount of letter of credit is agreed upon by t;he buyer 
and th^ seller, and th^ rransaction is. handled through their 
banke • 



3- Open Acco unt * * 

Financing 'an open account in international trade is 
handled in the aame'way at in domestic trade. The boyar 
• imply chargei hli purchasca, and his account is treated 
by the exporter aa any other receivable. Thus^ sales are 
made yithout%>any safegtiards, with the expectation that the 
buyer will tnake payment at a previously agreed-upon time. 
Payment Is made by the buyer either by direct remittance 
or by honoring a draft drawn on him by the seller. The 
• .i-76 



major w^jaknesses ot open avcouiu finai-^tng^ least In 
th€ terms ot the- riaks thar s.-.<»s;.: :or ihe sellers, 
are that no tangible paymeat obIlgatj.ou exists, there la- 
no definite date, except as agreed upon by ^the buyer and 
seller, and there is' a tendency on the part oi sense buyers 
to delay payments. • * 

a. Advantages 

Among the ad van'iaj>es. to the/^eVler *are ease .cf 

ne^ot i at and ej:ecution af sale, lack of complicated 

% 

docurr.en* ar>\roqu Ir e'.rc:;. 3 , lever Lnlermed : ary charges or 
-^cfi ^ r-or^d r r ^ ^ relation^',* and in some cases where 
cr<^dxt: ba-L^r.ces arc established in favor of the seller, 
nr. risk. The advantagf^ of thih method to the buyer 

.:>v. .-■•;> No [:.ri^^r r-r-n". i cn:fnl iS required of hitn, 

• • ■ ■ - 

: bua-r. 1 ffav. - sf. .^utside resources or . 

♦ 

v.: f ■; ".-in . : a ' ar\r:!^v:f^r.enr:s prior to the -arrival 
i^v.. .jl:- . a.-ui in rin-. i.aSOB wifl have sold them 



-^javrr.t^pi is tiu'- : "V^in-. h*- hap r^iceived short* 
corfr. traJe credit ot ro^<-' to 180 day» at littic or 



■ r,. r%:^ ^ "V.^* fi^li Surdpn -of risks of 

♦ 

w'nen the irr.porter a? ailow<^d*to pay, m his own 



* V currency and payment schedules are erratic^ the exporter 

tnay not be tble to c ver adequately thje risk of exchftnge 

' . ■ * 

<>«te deterioriitlon. CoIIeetlont from foreign custooeri 
are sonetltnes difficult and eottly. In vlaw of tha 

risks » the seller probably should only sell on open 

» • . . i 

• • •* 

•AccounC%rhen utmost confidence in the jbuyer la accom- 
.panled by stable econoinlc and political conditions. 
The exporter can eliminate the risk tp hlnself by 
factoring those accounts that a factor wlll\ccept. 

ft * 

4. Consj^ignipent ^ 

Under the consignment method the exporter ships his 
goods to a foreign buyer and payment Is deferred until the 
goods are sold. In «ther words, the goods are placed in 
the hand*; of, or consigned to, the exporter's own agent 
or subsidiary, or an Independent agent*, broker,* or Import 
house. Title to the goods does not pass until the goods 
are sold to users and payment is made to the exporter for 

their. ' • . 

Under this arrangement there is no guarantefe that 
the goods wlU be sold and no financial commitment is 
Dade by the buyer to the seller. -Consignment to any 

ient agent, broke4 or importer raises most of the 

lems encountered in open account transactions, 
ability and risk of the seller are considerable, 
financial conmitirent or guarantee from the buyer* 



Advantages ' . ' BEST CpPV AVAIIABIE 

.... V L 

.In sotne cases th'e method of constgnment may nave 
advantages for the seller, for example, In situationa 
where sales would hot ordinarily be made, or w.here the 

V • * • 

t 

seller wishes" to create new markets for his prbduct. 

• « 

Also, tn some cases, government reg'ulations are. such 
that consignment selling may be nfandatory 

Disadvantages n • 

The disadvantages of this method to the seller 
arf' ^-rneVou!? . First , payment for the goods is not 
trjadf? until the goods bt& sold, which may be over long. • 
periods of time. Serc-^r.d, there is no guarantee that 
the i;: ods wii; be sold and, hence, no .financial burden 
on. thf' "buyt-r . bu: 'g^c^-.• ".sk to t>i*^ seller requiring 
grear ,tinancia. outlays with no guaranree of saUs. 
rr-.is r-.'-nhod dopa n'.- protect the sVImt a«j»inst any 
political hr econr>r:-.lc risks whic.h also lead to 

aon- payment . • * 

J. • 

- Another nethod /: f tiling a.-od& abfoao is on the basis 

t.prrv5_ . t' ■ lo certain cases, and quite oppo- 

. c ; . lMcc;-..n : i-ii':--!! ^.v rh^ extension 

» 



on credit and tryto ttcure the agrfiement of the buyer to 
very strict tertna of sale. Cash-ln-advance, or C.XA, Is 
the most stringent of t^ese4 Payment under theae terms la 
tnade In advance to the seller before he contracta for the 
sale. This is common In some types of products, such aa 
tnachlner^^ -where a partial op full payment is made to 
secure the transaction unti ' completion and shipment* Th^ 
cash-wlth-order, or CMO, is another form th|^ varies 
slightly from the CIA in that acceptance of the contract 
by a buyer takes place alqng with the paythent in advance 
of the shipment. The ca«h-on-delivery, or COD, is similar 
to th<^ sight draft, D/P, ln*that the buyer must pay on 
delivery before he can obtain title to or possession of 

■ 

Che goods. 

In the case of CIA and CWO flnan ing, payment ie 
^guaranteed In advance, with u& risk to the selle.r. The 
buver, -on Che other -hand. Is forced to pay In advance, a,nd 
to Take financial outlays before the ^goods are %vcn con- 
tracted or shipped. ^ In COD financing there, are certain 
disadvantages which make the draft financing more equitable 
to the seller. Principally, the advantages and dltadvaot.i' 
ages are the same as ln*the case of the fight draft, with 
the exception thaL no recourse exists for non-payment » 
There are 'also additional pro^Jlems above t^ose with" the ^ 
draft, such as no means of protest In non-payment, no •out- 
side direct means of financing for either party, no clearly 

nrganizod consummation of sales and transfer cl ownership, . 

> 
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no predetermined means of establtjs'hlng sett lament » and no 
means of efficiently settling disputes over goods, or terms. 

.In certain areas of the world there are other methods 
of payment* such as^he authority t'o ps^ and authority to 
purchase, both of which are somewhat similar to the letter 
of credit. Information on how and where these should be 
used is av^tilable from the international department of 
commercial banks and from U»S. J)epartment of Commerce^ Field 
Offices. • ^ 

Hxpv >rt C redit Insuran ce and Guarantees \ 

, KxpcT Lcnce. has shown that the risks associated with export 

sales 'ar^ not. necessarily greater than those -encour^fe red In 

d/cvistic sales. Howevtr, sone riaks^r.ot evident in domestic 

sale:* uuiv lii iso which arc be /und the control of the exporter.. 

For ihi ^ Mtason, protection against many pf these risks, is 

• • » 

/^vuiljjble through insuranc^^ and guarantee^ program's " established 

'. 'rLanr^ ; ihf J-.xpor ' - r M - \ Uank j and atitn^l ni Stered in con* 

t ; i With the U.S. ccrrmrrcial banking and Insurance cqm- 

-ninicv. Kxporters should be aware, however, that tnls pro- 

taction is available only for credit extended on ter^ which 

.:r< nor^i: f«^r the' specif ■ •f^<yh^ in which. ?hr-y ar^» d<'aling. 

tximbank and FCIA (Fr»reign Credit insurance Association) 

:.art :r trrt'thp exporter a^^ainit losses due to commercial risks 

^^■.<nii rup* ^ -i_rh<- buyer, pr/^t '•act:»v'i default, rt.r. : rind political 

♦ « 

riBl'i (w.ir, revolution^ expropr 1 at i nn , currency inconvertibility, 



caacellatlor restrict ion of export and Import llceiufet, 
etc.) on both short-term and medium- term credit. Exii^bank 
.and FCIA offer comparable medium- term .credit protection. The 
Bxlob'ank guarantee la extended to the exporter's bank* which 
In turn carries a portion of the export paper for Its own 
acdouAt. ^ 

» 

FCIA Issues t;wo basic poLlcies: short-term, covering * 
sales of any product sold on payment terms up to 180 days 
(rarely for longer periods); and medium-term, covering salea i 
of machinery, plant equipment, and other iCapltal-type products, 

sold on tenna of IB J days to 5 ye'ars , * 

' Each of these is divided into two categories:- Cbopre- 
h^vvjfvi?,- covi^rlng both ^cooroor'^^al and political risks; an^ 

r 

Rnlltical Risks Only, under which the exporter self-Insures 

/ 

hU nonr.al corrcn^'rclal risks sudh as the insolvency of, or the 

pri- cra-r tfd payment default by, the buyer^. 

o 

Short-ter© policies generally requin? the exporter to 
i:nu:o al! his credit-term sales to all markets, though cer- 
tain exc^lusidns to this "whole- turnover" principle may be 
•^cgoc lat^d / Mediiffl>'^'terin policies are Issued on a case-by- 
case baala to cover a single sale or a series of sales to the 

same buyer . , . * 

.i . * » 

♦More recently, fSTa has introduced a new combined _ 

Short- tertr/Mediuir-terta policy desmned primarily f.or exporters 

selUrtg equtpoient and f^ts to distributors and dealers. . • 

I ' ■ 

•"-hort-term coverage is provided for sales of parts or foir 

sales of equipment during a "floor-plan" or^slmllar arrangement 



medluin-tenn coverage .would then epplv following .resale of the 

■ : *. * ■ . 

equlpmehc on exteVided terms, to an end- user. 

The proceeds of FCIA policies may be assigned to a bank. 
Many exporters use this arrangement to expand their lines of 
credit, or to secure additional bank financing. Alternatively, 
any of the c&nprehenslve policies may be issued to a financing 
institution, which itself assume; the insured risks from the 
exporter. * j 

* 

Both FCIA insurance policies and Eximbank guarantees to 
connn€*rcial banks may be for sales for which orders have been 
obtained are being negotiated or they may be provided as 
advance cotnajl tments to meet \ id invitations or to permit \^ ' 
negott^tlons. Additional special coverage is also available 
by endorsement of the policy^ Including pres.hipment protection 
during period of manufacture, or protection for merchandise on 
corts tgnment » or salefi from warehoused stock abroad. 

C^-sts, other inf6nnatl^->n, and appH"catlc»n forms are 
availitble from insurance agents and brokers/ or I rom the 
foreign Credit Insurance Association^ 250 Broadway, New York, 



N.V. lOOto?. 



? pr pij ^ n ^ x chang e Practiccfi 



In addition Xo credit fisk, which is common to both 
donest^ir snd^f->|eign trade. th<?se dealing In internat 1 nnal 

commerce ^r^^ faced wl th r s telatlvt' to tiie eK hii-.^y*^ rare. 
An exchange tate Is the pi ice of one national currency in 



term* of another. Exchange rates flvctuate for a variety of 
^rcMons. Structural changea In itatlonal luconea ^and novtofinta 



In the, level of prlcea are examplea of the many forcaa Inllu- 
enclng the supply of, and demand for, foreign exchange. ♦Thaaa, 

In turn, determine the rate of exchange. 

There «re a number of probleoa for tradera which are 

« 

related to the effecta of exchange rate " movements rather than \ 

t.o the cauaea o*{ auch moveoenta. Po* example, the-aale of • 

commodity at preaent prlcea for future delivery lay reault la . 

• * 

galna or loasea depending on movemen" lif the exchange rate. 
• as' an U lus'cratVon, asauTnJLng that $/l la equal*^© DH3.75 
(Deut.che MaTk--th« German monetary unit) , and that a contract 

J is made by an American manufacturer 'to deliver a certain piece 
of machinery at aomef tuture date for DM 1000. If the exchange 
rate is urichanged. at the time of delivery, Hie American will 
'fcslve DM 1000. which U equal to $266.67. On the other hand,* 
if- the exchange rate at. the time of dellvaty haa changed ao 
MiRi- $/l equar* DM 3.80, the manufacturer will atl*Vl receive 

^ DM iOOu but wi.ll realize only. $263.15 (or. a "loaa" of $2.51).. / 
A gain of $3.50 would have accrued If the $/l were equal to 
DM^3..7n at the time 'of delivex;y.' . ♦ 



Organisation of 7oreUn Exchange Market ;* 



« 



Bccauae of theae apeclal problema related to the fact 

that jeveral national currenciea, iccom^nled by f luctuai&lng 

♦ 

exchange rntea, may be Involved In international trade, ai)t^ 



N » ft 

* . f • 

also because It is ejttretne ly. d ! * . . .:\ ' for si-vij itrport.cr 

in need of foreign exchange to seek out an Individual 

exporter with the proper amount^ of foreign exchange for 

sal^, forelg^ exchange markets* and their specialized 

intermediaries have developed In n^Jor financial centers 
\ ■ . ' * - 

to deal with th^se problems and needs. 

a*. Typas of inarkets and tr ans jic:>t'.T ons * 

Thf^ f-rrign ex.hange n^arKet is divided Into<the 

* ' ^251 f o_rvard markets, the latter being also known 

tht^ 'Tar urps'" -^r-^r'^et , an.iln^oua to ihv futures \ 

marker. In cotnmod i f i oa -.pn^ f r nnsart i ons In foreign 

exchange aro those where imtr.edlate sale ui or deli^very 
It , . 

of .* he foremen c i :* rcr: v .> ::;.o;ved. F •'•^vard, or 

:v;'t*jreH, contra m^'^ \-\.,'^^. . -^t?! , i t<ncr'i< i. r^rli *: r 

♦ 

. *♦ p i' 1 ^ ?* ti C • S OP-f 1 "J L 'J -i * ' 

t 

^;.';.ccted In the luiur?, r^i. tunr« t.hr rif^ks ir.l^frent in^ 
■fluctuations o£ the rate of exchange. TheSe j:isk8 can 

* * #. 

t 

fi-^rfe:ii:n currency -'^'^^ f --^r- i ^! ^b*^ *"if*jr#» «'''^ntr^ctB 

• *i ti ""tip. ^ or r .* .<<^ 9 ( n i currc^c^cv .or* 

:^ ■ ■ •» 

wafj . (.-r tor the ■>::■■ v , <». pr.ci- ; ; :-."c at. 

the tltn^^ he Icpct. r.Tt»*v'arr \b §i^\np(i. H'* •h^^n is 

* • • ■ 



C 



" l^^^ - " ''^ 

' y . .... 

^^o longer conceroed with "flue tuatlona In the r*te of 
exthange, because he has contracted {or the required 

« 

9 » 

Currency at a determined price and date. 

•»» 

Aa exporter ielUng hU good* In foreign cur- 

' : ■ . 

renclea isay tlifilUrly' sell hia anticipated foreign 
'exchange pecelpVe forward and be relieved of worry 
about possible shift in the rate of exchange. The 
forward'markete thus provide a cover or hedge against 
fluctuations In exchange rates, and^oake It unnecessary 

for the exporter or importer to take a "position" 

'•^ ' ■ 
himself In the foreign exchange market. 

f 

The ransaction that takes pUce In the foreign 
hange market, then, can be thought of aa the con- 
rslon freely useable funds of one country; Into 
freely useable funds of another country. The rate at 
which such conversion Is made Is known as th^orelgn 
exchange quotation. This may be given in dollars and 
cents per foreign unit, such as one English Pound at^ 
$2.4075. one Canadian Dollar at $;9758, one French 
Franc at $.2041, etc; or the quotation may be given In 
term* of foreign currency units to the dtollar, for 
example, 4.80 French Francs to the Dollar, 635 Italian 
Lire to the Dollar, etc. It is Important to note* that 
the exchange rate quoted appllies only at that pirtl- 
cular moment.. A quotation given at a certain time by. 
wire or telephone is good only at that time, or, upon 
requeit, for a specified time limit agreed upon ^ 
3-86 
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! usually uacll the cuatoner li able to ^ive^lft accep* 
tance or non-acceptance of the rate. > 

b. Harket structure 




Converting foreign exchange into dollars, dr, ; 
dollars Into foreign exchange, la f service usjually 

. . .. -- ■ 

provided by banks. In the United States mpilt xpaoM^r^clal 
banks are equipped to handle the foreign exchange re* 
quirements of their customers » either directly or 
through their large corri^s pendente . Any major bank 
can usually provide the foreign trader with up^to* - 



the-minuce Information on buying and selling rates 
for any currently traded foreign currency. Thrmtj^h 
its knowledge of International trends, impending 
political shifts » or large sci^le capital investments, 
the bank Is also in a position to anticipate aignlf leant 
f fluctua.tlona in foreign exchange markets. ^ . 

Like most natioowide financial narketf, the ' ^ 
market in foreign exchange needs one center, where the 

net balance of supply and demand can ultimately be 

* ' . 

reflected and where the bulk of the large transact lona 

\ wilt sctually occur. For the United States that center 

\ is New York City. The foreign exchange tnarket^ unlike 

the stock exchange or tfonnodlty exchange^ has no cen- 

trallred meeting place and no fixed opening or closing 

• a* 

C time. 'The market hat no requirements for participation 

3-87 ' . " ./ 



except the Infornvr I acceptance ot flaanclal and moral 
*coa4;uct that have evolved over time. This market is 
the mechanising then* whereby buyers and sellers of 
foreign exchange are brought together! There Is 
little face to f^ce contact between buyer aud seller; 
rather* trading takea place predominantly over tele- 
phone, t-eletype, or cable. 

TKere iirfe approximately twenty-five U.S. banka, 
mostly IniNew Yor» which oialntaln deposits in commercial 
banks abroad to facilitate their dealings in foreign 
eKchanR.o \:\ addition, about forty (^ranches and 
3p,{*nc-le-8 of foreign banks inalnt^ln representatives 
in New Yoj.;. Ail these braoches and agencies handle 
dollar accounts of foreigners, some carry dollar 
accou;its oi United SLAtea- residents » and most trade 
actively in foYeign exchange. There also a num* 
ber apeclalUed foreign exchange dealera who trade 
aniiiuy in foreign bank noted. . • 

The JMev York foreign exchange market siay be ^ 
bfoaJlv d*23cribed as a three- tiered market. Firsts 
there lire transactions between banka and their cus<» 
comers, exporter* a«d Importer*, who are the ulclnate 
users of the foreign exchange. Second, there are 
trdJiaactioni between the banka that outka up the mar- 

* 

".-e. Third, there are traniactloni between the New 
V7>rk banks and 1>anka abroad. 
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* . efST COPY AVAILABLE 

Mechanics o'f Forward £xchanpe 

A forward exchange contract between a bank and a 
cuatotner calls' for delivery at a future date of ¥ specified 
amount of foreign currency against dollar payment » wljih 
the exchange r^te fixed at the time the contract is made. . 
At the time .the contract falls due, the spot rate for the 
currency may be abov6 \)r below the rate specif Ic^d for the 
maturing forward transaction, but this has no effect on 
the contrac::ed rate, la most foreign exchange trans- 
actions, contracts are ordinarily made by telephone and' 
Hater confirmed in writing. 'Forward exchange contracts 
are common in major national currencies such as the Pourtd 
sterling, Canadian dollars, and certain Continental 
European currencies, particularly German marks, Swls?* 
francs, and the Dutch guilder^'. A certain ^'thinness'' 
persists In the market for other European and most non- 
European currencies; nevert i:e 1 , it is often possible to 
arr^ange for transactions in these currencies. 

While rates quoted in *^he foreign exchange market are 
usually for one, three, or six months delivery, each con-» 
tract between a bank and a cr«d'>r (excepft for "option** 
contract's dlecussed hmc^) rails loi delivery on a specified 
date. As a result, while the market rates form the bas'^is 
for forward rate quotations to a customer, there is 
act'.iaiiy a separate rate ne i at for each foi*ward 
contract I depending on Its laaturity. 
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Forward exchange rates are eft en quoted ai a dltcount 



\ 



£roo, or a prem.lua on, the spot r.«te. For exanpU, if 

• pot sterling is quoted .at $2.40 and the one noath for* 
ward rate'^at $2.3950, the one month forward rate na*y be 
quoted as s SOrpoint C|s cent) discount. Similarly, if tho 
C*nadUn doUyr is quoted at U.Si $V?^and the sU montl^ 
forward rate;iit U-'S. $0.98 3/4. the six\a\onth forward rat;e 
may be expressed as a cent premiun. Forward rates «r« 
ftowetlmes expressed also as a percentage deviation from 

'. ' ! 
the spot rate on a per nnr.um basis « 

l or c'irrencl?^« such A& the pound- And the Caaadian 

dc'Ur, /cTvard exchange contr|jct:a of up to a year's- 

^aatii^iiy can enally be arranged. Contracta beyond thli 

maturity are unusual, but -do occur from time to tli&e. Th« 

p.roh'^n here la that U is t^lf f Lcult for a bank to find an 

cfts'&ttlng contract of compHrable maturity to protect it- 

V • ■ • 

self Agatastu exchjjnge risks. ^ 

^ Since maoy ioiward exchange transactions are based 
cn f ip^ctatioaa of paywents or receipts Involved in future 
trade ^ financial operations, it is sometimes difficult 
for soliers or buyers to know exactly when they will Mtd, 
or be In a position to deliver, the foreign cjur^ency. If 
onh is certAlti. he can mske s forward purchase or sals of 
the foreign currency that natures on « particuUr dAta. 
If, on chs other hand, the buyer or seller knows .only 
approxl«arely when s currency will be. needed or received, 

• he can make a fnrward o ption contract . Ordinarily, these 
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coritr cts call for delivery at the bsglnnlng of the month 
(the first to the tenth) » the mtdd-Ie of the month (the 
• eleventh c^o the twenti«r«5n>s,or at the end of the month 
(the twentieth to the thirty- first ) , but considerably 
more refined contracts can be arranged by banks at the ' 
request of the customer. Under such contracts , the banlc 
agrees to make paiyment or receive delivery of the foreign 
^ exchange at any time within the option period. Option 

contracts are usually aomewhat raore expensive than an 

.• - * 

ordinary forward ccntr«ict, since the bank must protect 

0 

' Itself by baaing its rate on either the earliest: or 
latest date on which delivery can be made. If the rate 
'diifers between these two dates, the bank will charg^c the 
customer t-he ^lighest^ of the two. The customer, of course, 
obtalos the compens^atory advantage of^ S^v^g cpnsiderable 



11 



leeway in timing ^he Execution of the forward exchange 
s 

bontract .thrc^hgh which he cov^era the exchange risk 

involved In^hc particular foreign businesi* transaction. 

♦ It is cbvious that there is more risk Involved for 

a banK in forward exchange transactions thdn there is \n 

spec transactions, because of the Torvre remott* date of 

paytnent In either dollars or ror^^l^n exchange. As a ' • 

result, the credit rating of an exjaiorter or Importer is an 

% — ' ^ ■ 
important element in forward exchange transactions. Often 

a firm engaging in forward exchange^ transact y^ns vill have 

a Auvciai i ine ot cred i t f ;s:;r a -jch purposes appr-'jvo^ by the 

credit departtnent of a bank, or perhaps the forward exchange 



dpe rations vlll be included in* the firm's general line 
of credit. ' « * 

It la clear/ theA»^ that the fozward exchange lurket 
la. very uaeful to both exportera and Importera. Since; 
United States exporters and Importera uau»lly 'deal In 

terms of dollars, It li essential fbr then to knew what^ 

" . • • .• • 

the dollar value of their foreign exchange receipts and 

• A * 

payments will be. 

Many firms leAve their exchange risks uncovered ^ 
except fn times .of uncertainty o^er the future of the 

t*xchan^e rate; Some exporters, for example » dp not 

♦ ' ■ • 

cover their exchange risks in normal times, but rush to 
do so If they fear a depreciation of the foreign cur- 
rency involved.. Some linporters tend to leave thelr^ 
fucure e^hange needs uncovered if they anticipate a 
fall in the exchange rat^'. • .Sttnilarly, if an apprecla- 

♦ 

tion of the exchange rate Is anticipated, Importera rush 
rn cover future needs, whl^ exporter? tend to leave fu- 
ture needi uncovered Jn the forw«r<J market. Nonprofes- 
sionala, and fpr that matter professionals, who refrain 
from covering In tWfe forward market may incur subs tan- 
cial rliks. There have been several periods In postwar 

a 

yeara when failure to cover haa resulted in consider- 

.<ble loss* Most banks advise customers to cover ex- 

» 

change risks so that they can concentrate on the normal 
problems of their business or trading activity without 
adding the problem of fluctuations In exchange rates. 
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Several factors, then, enfer into feach busln(?9a firjD*8 

♦ 

decision regarding the choice of the various forms of bank 

and aon*bank financing of imports and exports and the 

decision whether or not to provide forvsijrd coyer for a 
\ 

parftjLcular foreign transaction.' Some of these factors 

are: anticipated trends in exchange rates > interest rate ^ 

differentials between ^countries and between instruments 

offering the same^protection/and the burden of managerial 

* 

t*itne involvqd m t'he US'* of' each jdethdd. 



4 



M^ .tltiple Exch aa;::e Practices ' - ^ 

For€'ign tr-adcrs should be aware, of the exleteiiie of sfc 
called **Qui:iple exchange rates." This simply me.nos thai 

- i-i r f . < 11 iar \. oua^. i » * Ci*d * I-av._ ^ i i : t-'rt'ni e?^change ratt s' for 

*. : :V r:?nt kinds* o( c ransac r, i one . For exantple^ In the 
liii.i iL-^pini^^ until* recently there was, one exchange rate ^ 
: " or e:<por\u !kn:l a 3ingl(*» free tr.arket rate fnr 

jrry co5np>*;K» as in Tnlotrbia, wher^- the e^changp rates for 

* ♦ 

diiierent types of transactions at the same point in time 
ha.*e rane*vi^frotr about 9 peaos t<xU.S. SI. 00 to abonr. IH 
■yc . V. - ; o" . S . 3 1 . ii*' . ' s : -ip i • V^r t- c^^nf i ex , mtt 1 1 i 1 e cu r r f-nc y 
^pr;^ct ires, are fairly widespread. Their priwary locus Is 

i n Am^* r ica , bat t<hey frequently occur in Asia, the 
Mi^idi*' Kast, and is ew»ir» r e . 




TRANSPORTATION INSURANCE 



Tranaportatlon Inturtnce It • v^tal ptrt of export and Inporc 
trade. In Ita must basic form, Lt provides a means to reimburse 

ofwners or others with a bone fide interest in the goods carried 

: • V ". . ■ ' • • » 

for any. loss^or damage .for which the carrier is not liable. 



Protectit)n can be provided. by insurance to cove^ all transport 

» 

risks from the time goods leave the««eller'« varehousc or f«etory» 
wherever located » u^'tlL the reach the final deat4.natlon ttlpu- ' 

lated' by the buy'er. 



t 

4 



the nedd for trstnsportat ion inaurance it directly related tOi 

# ■ 

th<> extent oi: liabiillty for ioss or damage aaatined by carriers. 
Gen«^:aIIy speaking, carriers ip international transportation 
normally are exempt by law and custom from liability for damage 
or lofti» aniens negligent* • Ocean carriers assume a lesser, liability 
than do land carriers. Certain hazarde faced by ocean carriers * 
are not encountered by Inland carriers, and are beyond the control 
of rhe ocaan carrier. Losses due to perils of the .sea (e.g.^ 
hvavy weather^ sea ^ater» *scrauding» firet and sinking) are not 
the lault 01 the carrier unless negligent. Also, there are tlKres 
when a carrier will Intentionally sacrifice part of the vessel or 
cargo to protect the rest of the property from a comsK>n danger* 
(Knr^a as g^trneral average « such an intentional sacrifice Is made 
lur the common good. Whatever losses are Incurred are sha|^d by 
carrier and. cargo owners,) . . 
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When to Insure ^ 



Insurable Interest JLs a dee^idlng factor In the i^ue&tloii 
of who needs tranfifportat ion insumnce and when* to insure. In 
general, one has an Interest in a shipment if he will benefit 
from the safe arrival of the shii>aient at the final destination^ 
or if he will be hurt by its loss^ damage or detention. This 
covers a broad range of sit^uations which include carriers, 
cargo owners, and nonowners. 

The risks of both seller and t^yer are ^determined by the 
terms of ^ale and how the money cov^^rtng the sale Is to be 
collected. ^^hese.^Cwn facLo^r- inf.lu;*nce when and by whom 
Inaur^jnce shoul4 be placed. 



1. Terms c£ Sale 

T<?rTrs of saif* (also knawa as **trade ierma^') govern the 
rc Lir 1 -n£hlp- of property. to owner dnd specify ^he point at 
vriv~r rans fer 'ot title takes place.^ Thi^may be at any- • 
ci^--^ nated place ruitually ngre^d upon in t,h? sales con- 
trei.^c the point of shipment » enre place between seller 
,and buyer, or the point of delivery. An understanding of 

* * * * • . 

rht- different terms of aale is essential to knowing when 

t c> i:>«aC6 insurance. Undrr most lerm^ of sale, responsi- 

blixty for obtaining transportation insurance lies, from 

» 

a legal point of view, with rhe buye^. In many Industries 
or traces, however, ir is cu.qrorary for the seller, by 



prior- Arrangement, Jo ob^Aln the' necettery insurance 

for the account of^the buyer. * «' ' . 

AcArding to the "Revtted American Foreign .Trade 
Oefinitiont, 1:941" (see Appendix A) there are six sets 
of terms' o£ s&Lea. . 



« 



a. Ex point of origin ^ 

Included herein are such terms as. "ex factory," 

"ex Varehouse." "ex mill*," etc. jUnder these terms* the 
seller la required to place the goods at the disposal 
or the buyer at the specified point of origin on "the 
date, or within the period, stipulated. The seller's 
responsibility and costs end at this point, while the 
b^iyer acquires an insursble tntereat st that time. 

• ■ * ■ 

* b. f'.O.B. (free on board) , / 

Under these terms the seller is required to bear 
costs and charges and to assume risks until the .ship- 
tnent is loaded on board a named .carrier at a named- 
point There is a wide range of F.O.B. terms | these 
terms normally specify named points in the exporting 

• * 

country. The seller's responsibility snd cost end when 

* ' ' * ■ 

t^e goods are loaded on the appropriate carrier and a 

clean bill of lading Is Issued, 



\ . . . ^ . • 

UndAr^^t^ls term, th« te'ller' it required to pUce 
|ood8 «Xong«We. the carrier at the port' of ahlpmeDt. 
Up to this point the seller assunes* the risk of loss 
' V OTi^amage. Providiag transportation insi&rance is the * 
resptinslbllity of the' buyer, but the seller should- 
protect himself with an F.O.B. Sales Endorsement. 
This covera'ge protects the seller frcwi transit risks 
^ ' from the point of origin to the point at which owners 
ship IS asdumed by^ ther buyer, i.e., alongside the 



ship. / >^ 



C>6i F.(cost and freig ht ) ^ . ^ ^\ / 



This term means that? the seller/e price includes 

the copt of transportation to a named destination 

* . * * 
i^cint, but does not include Insurance coverage. The 

seller's legal lUblll.ty ends .when the shipment is . 

placed in custody oi the. carrldr at the port of 

exportation. Insurance is the resjsons ibi lity of the 

* 

buyer. " . 

• -■ . * 

e. € I.F. (cost> insurance.^ ^'and freight j * • ^ 

7hU term is the same ,aa C. & F., except that 
the seller is responsible for providing the necessary 
insurance. - He is obli^jated tcr provide and pay for 
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trAnaportAtion ln8ur«nce» and provide war risk " 
in«urance2.*«t obtainable In hlsviij^rket at the time of 
'shipment. War* risk insuralbe is at the buyer's 
^Hpense. The se lies' and buyer ahould be In -dear ^ 

agreeniient on this point, "frlnce in time of war or crisis 

- I . •■ t 

r: ■ 0 

the cost of war risk insurance may change rapidly.' 

f f . • 

Insurance coverage should be agreed upon with 

> '* , ^ " 

. respect to Inclusion of teirms such as W.A. (With 
Averaf^e) or F.P.A. (Free o£ Particular Average), as 
well at Ai.y other spettml rltkt that are covered in 

specific trades/ or against which the \)uyer may wlslv 
lndlv,idual protection. Amc«g the special rl.s.ks that 
shouU be considered are'thqft. pilferage, leakage, 
brea)^ge» sweat, conta(;t vlth otK^* cargoes , and othera 
peculiar tq a ^Iven trade. - 
In. all cases, there ahould be a clear nnder- 
aadlng,aa to the value for which the gqodu are to 
be Ifisured. 



; , E\ dock ^ \ 



4 

4 



This term is more common .to United States imports 
than co exports. In addition to the C.I.F. tenas {itt . 
above), the s^ler*s price "iricludas the cost of the 
goods and all additional charges necesstfry to put them 
oa the dock at the niSed port of Importation, with 

« t 

import duty paid: The seller if then obligated to 
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. provide and pay* for lurlne Insuraace aad» in the absence 
of apeciflc agreement %o &he conLraryi var risk l^ur- . 
Alice. The seller Is responsible for «ay loss or 'damage 
until the expiration of the free time allowed on the 

* • ~ 

dock at the named port 'of importation. 



Method' of Payment * 

» 

In certain aituatjons the seller has an Insurable 
Interest^ even though title has paaaed to the buyer. , That 
is, the seller has a financial interest in the goods being 
sh;:pped until he actually r^?cc»ivc8 payment fram^the buyer. 
•In these situations the scilor 8h»"»ulri; see that his interest 
is protected. Whether or not to Insure the goods depends . 

i 

on the method by which the seller collects •his money from 

♦ 

the overseas buyer. If the seller collects -by drafts he* 
carries the financial risk until Che buyer pays the draft. 
If the buyer does not pay for the delivered goods, then the 
problems of disposing of the goods and the risk of loas 
fall on the seller. A similar Ttnanclal risk exists whcw^ 
sales ai^e made on open account. 

In order to minimize hia risks, a seller should' 
arrange tor Insuranc** to protect himself against Impairment 
of the buy^^c'ft desire to pay as agreed due to loss of, or 
. damaj\e to, a shipment, ouch pr.tection Is a good hedge 
against Inadequate coverage obtained by the buyer! what 
may be ccnnplete Insurance coverage for the buyer may be 



dilaliMil covetAgt fron the point ot vltw of tha teUor. 
Another coat Idertt lea !■ that Iniurence obtmlned by the 

* 

buyer nay be In a foreign currency that It tubjeet to 

substantial changes In marlcet value or even devaluation, 
causing a lott In exchange 1£ paynent of a claim It 

necessary. Currency restrictions or regulations nay be 

such as to complicate- the transfer of funds, and possibly 

even Holt the svallsblllty of funds. For exsmple. In 

4oine countries, exchange controls do not provide for the 

allocation of foreign exchange for payment until the goods 

have arrived. Under this condition, where goods are lost 

prior to arrival, the buyer would be unable to secure 

" currency with whUh to meet his obligations to the seller. 

WhlU some of these risks may seem remote, others are 

' t 

not so remote. Consequently^ a seller should attempt to 
control the insurance as much as posslbl'e so as to be 
certain his equity Is fully protected. There are, hcw- 
. ever, sqme national laws which require that Insurance on 
shipments, to those countries be placed with local Insur- 
ance companies. The effect of this Is to require the 
buyer to furnlslfUnsurance. An exporter In the United 
States can still protect himself by acquiring "contingency" 

» 

or "Difference in Conditions" Insurance. This supplementary 

♦ 

'insurance protects the exporter's Interests In the event 
the buyer's Insurance falls or fa^s short. The cost of 

such iasurance is absorbed by the exporter. 
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Export thlppert can obuln cAVgo Insurance on one of two 

bases: either under an 0£en policy contract or by acquiring 
a special or specific Insurance policy for a psrtlcular ship- 
ment* " I 

I V Open Policy e 

^ The open policy system Is the most widely used. It 

l\ absolutely essential for firms regularly engaged ;in 
exporting and Importing. When a relatively high frequency 
* of shipmeacs occur, it may be Impracticable for the S'Uer 

or buyer to secure special marine policy protection on 
each shipment and be certain there Is coverage at -all 
times. ^Moreover, It may be very costly to do s^. 

Under the open policy arrangement, a contract Is 
signed between the assured and the Insurance underwriter 
' " whicb provides coverage for all overseas .shrpments'. The 

open policy remains in force until cancelled, and-lt~t« ^ 
not negatiabie. The particulars of each shipment; Ojovered 
by the open policy must^be reported 'orjieclar^d to the 
^"<^ervrlter prior to or simultaneous with shipment or as 
•a-ra Thereafter as is practicable, 

. • » * 

_ . ^ ^ ^ . , 

r-'h^-rr ^.n'y oc.caa 1 o'lA • Rhlj'x-t-raB n«dp, or when. 
.- ... evfdpfcp ot insurance ciist be furnished others, (e.g., to 

-ERIC . ■ V..-..- 



banks, lawyers » or third parties, in order to facilitate 
collection of claims in another country) a special policy, 

* ♦ . ■ 

f . 

o f ten .^e far red to' as a certificate cuy be titlllzed. The 
special policy covers only one shipment, end is a negoti- 
able instrument. A claim Is payable to bearer when the 

pollcy.-or certificate is properly endorsed* 

:When a jugular shipper carrying an open policy is 
required to furnish evidence of Insurance, an insurance 
certificate is used to show that insurance is in effect 
-sunder an open policy. Thus the special policy covers a 
single shlpwent or certifies the existence of Insurance 
antler &a open policy. In either case the certificate is 
a coriphuely independent decuiaent. ^ 

A 's^jecial marine policy may be prepared by the. assured, 
by a irelght torwarder, by an insurance agent or broker, or 
by che uadervriting company. ^Becairse of its negotiable 

V 

character ist lea , it is iaiport*at that it be made out care- 
, IiAly. . Tljc shipment Should be described In such a way that 
ii-nt i : icanon ia clear, particularly If more than one 
^;MpcTent is being fient on the same vessel. 

*:- • The riae^lTrsaraace policy la a so-called **valued" 

f')l;':y» wh i n 'neans that when the ins-. - is taken out, a 

- ■ / • 
upecliic v9iv]*> ifr agreed upon. In the eyent of a total -loss » 

*ihis ar.ounv. ^ii- paid. For a partial lo«s^ a percentage of the 

,4 

total insyred value Is recoverable. 
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Many specific cost Itema ^re tiiksu Into account in 

arriving at the. Insured valUe: basic invoice cost, other 

\ ...... 

charges on the invoice for packing, Inland freight, consular 
and other fees, ocekn freight. Insurance premluros^ and expected 
profit. Profit is derived by applying a percentage Inciease 



• 



to the C.I.F. value (i.e., a •'i^ark^up'*) . The usual practice 
in export trade is to insure goods for C.I.F. value plus ten 
..percent. This percentage is viewed as an average^ margin to 
compensate the foreign buyer, In the event of a loss, for the 

profit expected on a resale of the goods, or if no resale is 
lnvc5lved, to compensate him for losses Incurred due to the 

n^'^cesstty for repiaceojent , 

When a 9hipmen>r gocd* with fluctuating values, 

such oasic cominodi ties as cotfee, sugar, and cotton) 
the buyer !nay wani "protection for an Increase in market value 

iijring t':^\ rlrc' --he goo.-^a frr^^ \\ cf'ansiit,' Protection of this 
"ar'wro can be obtained through^' tlie usef^Jf'^an "iitVcre'ased value** 
r l.v.iso, v.ndor which the nreiniur i^- pisid and los.scj»i adjusted on 

tne baa If. c: ihv highcBt value reached during traq;>it. 

\ 

) 

l>' Ihp.^ Insured Perils . - [ 

The risks or perils agolast whl-ch marine Insurance pro- 
^. ecriori In afforded aro defino^ In I'ltf policy. 



\ 



Basic. Penis 



a. Penis of Che sea 
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These are fortuitous events and casualties, 
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Included «re atoms (I.e., uausual wind and wave action. 

t - • 

or ao*<;alled "heavy weather"), colllalofit atrandlng»' 
lightning^ damage by aeuiwater when caused by insured, 
perils, and other perils peculiar. to ^he sea or to a 
ship at sea which could not be foreseen and guarded 
against by the carrier as necessary or probable Incl" 
dents to the voyage. . s 

Fire 

Included herein are direct fire damage and Indirect 
damage caused by amoke, or due to attempts to extinguish 
a fire, such as water damage. Strictly speaking, fire 
damage to cargo caused by ita own spontaneous combustion 
is not covered, for such fire Is due to the Inherent 
vice or aaturai properties of the cargo» and la con** 

V 

sidered In the category of inevitable^ losses. The 

uhdcrwri^cr do'es , however, cover loss br damage by 
fire arising froin the spontaneous combustion of other 
cargo in the vessel. • 

Thieves 

This peril covers only loss or damage by assailing 

thieves, which refers to*a forcible taking rather than^ 

cUndest'tne theft or pilferage* If coverage for theft 
* 

ar.i pilterage ifi desired it must be specifically in- 

clucini in iKc policy* 
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/ . • . 

Jetnlson U the throwiag of articles (e.g., cargo) 
overboard, and usually occurs as a measure to protect 
r .the ship and cargo from loss when a common "^anger 
arises. 



e. Barratry 

Barratry' refers to the purposeful misconduct of 
the master or crew of: the vessel and includes thefts 
wrongful conversion, intentional casting away of the 
. v.^jsscl, ar any breach of trust with dishonest intent. 

t. . *'.AlI ether peril s' ' .* 

V . ^ 

p^^rils. clause aLvr- covers ,Viii other perils/* These 

• / 

r.?*>r rn per4 fs slmj>tr to those a Lready ment toned , 
^ " , pc-r-ils of thn sea; And do not mean "all addl* 
t.'^.mI r:.:/** ;i \ 1 -ii s^>metimes us«''d. Where 

aririitiorial risks or periU are needed in the policy 
vhey -just be specifically agreed to with the under- 
v-irer when thf* insurance ija effccicd. 



OcJ^r;T ri Is 

r-ort-spre incturto-' ;n 'h'-;" null c y , whirh ' 

* . < • 

repre^Mnt ex^enaions coveraji^e added to th^ basic perils 



^ O c iause - \ 
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Inchtmrae clauK ^ 

This extends coverage to Include Lots resulting 
from « Utent defect of the eerrying veseePs hull or 
machinery. This clatise renders underwrlceri liable 

t 

for Loss or dsnage directly cs^sed by : 

* * 

(1) ^ Negligence of master « officers, crew, or 

pirpts (Including errors of ^navigation and 
management of the vessel). 

(2) Accidents in loading, discharging^ or 

shifting cargo or fuel. , 

t 

(3) Explosion* on shipboard or elsewhere (except 
thoie caused by war peril*). 

a 

(4) Bursting of boilers » breakage ot shafts, or 
any latent defect in the hull or machinery. 

(5) Breakdown of or accident to nuclear Instal- 
Lacions or reactors on shipboard or elsewhere. 

♦ 

(t>) Contact with aircraft. * 

other hazards 

'Finally, the coverage may be extended to take 
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tccount of h«s«rd» faced by good* while t>n Und. The 

•o-c*lUd "ihore cUuee" inc4udes rleke of coliltloh. 

derellwent, overturn, wlndetorm, eerthquake» eprlnkler 

« t 

leakage, flood, aod collapse of docks or wharves. 

Additional Perils 

the additional gerlls which way be covered by trans- 
portation insurance are varied. These muat be specifically • 
provided for In the policy and require that additional /- 
precniuma be- paid. The need for such coverage, will depend 
upon the type of product being shipped and ita suscepti- 

■r 

bUlty to vjtrlous klnda of damage, the desire of the 
assured to be covered, and hla willingness to pay the * 
added premium. Included in this group of perils are such 
extraneous risks as theft, pilferage, non^^^ livery . fresh 
water damage, 8weat<' damage , contact with other cargo, 
breakage, and leakage. 

• • ■ - ■ 

a. 'All rlska" coverage 

Very often, coverage is provided under an "all- 
rUk" set of conditions. S,uch coverage is not quite 
&b ali-lnclualve as might be Inferred, since' it 
Includea only physical dasiage or loas from external 
causes and specifically excludea war rlikt and strlk^ 
and riots unless covered by special endorsement or 
separate policy. Moreover, an all-risk policy may 

9 

3-107 



^^^^ 



rr^Jh- ^ ^^^^ 



^ , — d«Mg«_Qr fiot 

cov«r loittt ualetf -tfeiy itt<)uat to « e«re«ia per* 



4j 



ctntAgi of the agrood valuo.^ 



* Lonet from itrlkea. rlott anii civil conpotion 



i An et»entUl part of the iihlppcr'i Inturtnce 

[ needs U coveregt for lotiee «rleiag fron etrlkee, 

riots » and ct^l 

endorteoent to the policy, coverage le extended to 
give protect lor. for deiriage, theft, pilferage, breakage, 
or .de^ructioh directly caused by strikers, locked-out 
worknen or persons involved In labor disturbances, 
riots, or civil cominotlons. Destruction or daaage 
to the insured property directly caused by persons 
acting nsliciouBly is also included. Not covered, 
however, are delay, deterioration or loss of narket, 
— — or loss arising fro« warlike conditions. 



c. War risks 

War risk coverage usually Is handled as a separate 

policy In the United States. In general. It covers 
risks of capture and seizure, destruction or daaage by 
warlike operations, civil wars and Insurrectlona, or 

in Che application of sanctions under International 
agre«{nents. Excluded froa this coverage are delay or 
it^ii of market -and lo«f or expense due to detaliiBeiitS » 
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fiAtloiuillsat Ion by governinerit » or selsure under 
quftr«ntlne or cuttofna reguUtlona.^ 

f • 

Rlika excluded 

^ Since insurance protection is intended to cover 
physical loaa or damage arising frpm external causes, 
certain riaks also are excluded, even under an al.l* 

risks policy. Generally speaking, the following 

losaea are exclude 1 , although some exclusions can be 

modified by agreement between the assured and -under- 

writer and with payment of additional premixuns . 

» 

■ • * ' » • 

(1) Loss of tnarkpt ar\d loss, damage, or deteri- 
oration which is due to delay. 

(2) Ordinary and unavoidable loss of weight 

caused by evaporation. 

{5/ Ordinary and unavoidable wear and tear 

caused by normal usage. 

(4) Loss arising from Inherent vice, which is 

an internal , ratht-r rhan external, rigiufle of damage, 

l^uch loss is ^due to the nature ox condition of the 
goods shipped. 



: . E. Extent of Coverage 

- ^^a^ The lots ceuted by perlU which are covered by the policy 

nay be divided into total lottet and partial loeeet. 



. I. Total Loia 



- A total loaa pay be an, actual total loaa or a eon- 

• ■— • 

■ tractive total lose. 

a. Actual total Io»e 

An actual total loea. which is a material and 

phytlcal loss of the goods insured » usually involves 
little difficulty In making a claim. Since the insur- 
aace policy Is based on agreed value, payment for total 
lots If for the full amount stated In the policy. 
Examples of actual total loss are: 

(1) Where the goods are destroyed. 

V 

(2) Where hey lose their species— I.e. , when 
goods arrive to dtMged ad aa to caaaa being tha 

object Inaured. 

« 

(» Where the assured is irretrievably deprived 

of possession, as when a vessel Is captured In 

time of war. 



^« Conitruc'ttvc total loaa 

e£Sr CQPlAmLABLE 

• A conitructlve totAl lott, vhlch nay be contldered 

* ■ 

to be e eomnereUl or eeononlc, lose rather than a , 
physical lota, occura when the expenae of recovering 
or repairing the goods would be greater than their 
value after such expenditures. Under certain eon- 
dltiona, if there is a salvage ^alue of the goods 
subject to a constructive total loss, the underwriters 
may, by agreement, take such' value Into accouAt, and 
make payment to the assured upon a net basis. Other* 
wise, full Insured ualue is paid and the underwriters 
(Usp'ose of any salvage for their own account. 

Partial Lot s % 

< • • 

The extent of coverage for parti-al loss is determined 
by the "average" terms. There are two brojid types of 
average losses--partlcular and general: A particular 
average is a fortuitous loss which affects specific 
Interest only. It la any form of partial loss or damage 
to the ship,, freight, cargo, or other interest, cauaed 
by any of the insured perils, in coiwtrsst, a general 
average loss affects all cargo Interests on board the 

f 

o 

vessel as well as the ahip itself. 

* 4 • 

a. Particular averag e 

Particular average losses may tske the form 
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of total lots of « part of the goodi, or Arrival of 
^ tht goodf in A disAged condlcL^a» or both. Loaatt 
autt be fortuitous or ^Accld^ntmL. 

•> • • 

(I) "Prae of par t icular average" 

• * * 

• The most rcitrlctlvc form of coifprage In^ 

aonaoa uie it "Free of Particular Aver«ge" (FPAj. 

Under FPA coverage. In addition to total- lottet, . 

partial losaea resulting fron perila of the ^ea 

are recoverable provided that the carrying 
» • - * , • 

vcesel has stranded, sunk, burnt, been on fire, 
or been in colllelon. (Thle ie "Free of Parti- 

r 

cu'Ur Average, English Conditions," or FPAEC. 
"Free o£ Particular Average, American Conditions,' 
or 'PAAC it wore restrictive, all<A»ing recovery 
. only if the loss Is actually caused by one or 
more of the above-named perils.) Partial Leases 
caused by other perils are not recoverable. 

V * 

(2) "With average" 

A more inclusive form of protection is "With 
Average" iWA) coverage.. Such coverage prote^cts 
against partial damage by sea perils, if the 

damage exceeds a specified minimum percentage 

( typically three per cent) or more of the value 
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of the entire «h,lpment. If ihe vessel has stranded* 

sunk, been' on fire, or in collision, the tninlmurf 

percentage rl^qulrement does nojt: apply and losses from 

sea perils are recoverable in full. Other named 

perils may be added to the WA clause, e.g., theft, ' 

pilferage, and nondeliviery- 

■ >i . ■ • 



b. Genera t a>/gr^^e 

A general average loss is one that is deliberate 
and voluntary and results from an intentional ^sacrif ice 

or extraordinary e>cpenditure engaged in or incurred by 
4 the master of a vesst^l in time of general peril for the 
benefit of both ship and cargo Interests. The object 
\0t the general average loss must be the preservation 
of a part of the venture. Sacrifices or expenses made 
oi incurred fi^r the beni?£it oi" individual Interests 
aiki not general average losses*! A classic example of 
a general average loss is jetrisoning of cargo to 
lighten a strandetl vessel* 

Where there "his b^en a general average act on 

tfie voyage > a 1 1 intered t s at ri.nk which have been 

* f- 
savt'd from loss by the treasures taken are obligated 

,to cnncribvite make good the sacrifices or expenses. 



These intRrests; which i no I tjd*> ship, freight,- and 
cargo, contribute in proportion to their net values 

r 
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those whose cargo was sacrificed also contribute to 



the loss. ThuSy the principles underlying adjustment 



of general average are equitable to all parties 
Involved. The risk of sustaining losses as a result 
of participation In a general average loss adjustment 
is nearly always present in ocean carriage. It is 

important that this risk be covered by insurance. 



In regard to questions of Insurance, air transportation 
differs c.onsldermbly from other fonnj of carriage, particularly 
with resoect to freight. 

Air cargo, In addition to the air movenent^ is usually 
hand leu Ky at least one other mode of transportation. 
c^r^n has «i«o Borne of the characteristics of express^ e.g., 
fi«:^}; v/alue coroinodltlea which must he expedited to their 
destlaatlons. Furthermore, liability conditions surrounding 
air carriage are not the aame as for other modes of transpor- 
Lai ion. Pertinent statutes do not specify air carrier liability 
^nor no rjiav place any restriction on the extent to which they 
may contractually limit their liability (i.e., via the air 



Air C&rao Insurance 




statjites which apply to alKcarriera. 
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The general cacegorles of hazards to which air -cargo^may 

be exposed are damages reflulilng from turbulent flights (cf . 

heavy weather In marine insurance policies); lose and^ damage 

due to. crashes (c£. stranding and sinking); damage fxoin cold 
and low air pressures at high altitudes; and loss and damage 
during surface transportation and temporary storage^ 

Air cargo insurance is often written on an all-risk- 
basis in contrast to insurance for other modes which covers 
specified perils (cf. marine insurance policies Similar to$/^ 
coverage Included in marine insurance » air cargo policies may 
contain clauses to cover general average losses and to-exclude 
war .Isks. Unlike ocean carriers, however, airlines of ten 
have arrangements whereby they obtain Insurance for their _ 
shippers. 
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VI. DOCUMENTATION 



A. Introduction 

/ The importance of complete and correct documentatloa 

cannot be over- emphasized. Just as the lack of passportti 

I 

visas* and other .travel documents can'^lmpede the free transit 
o^^laitors between countries, so will improper and jlnsuf- 
ficient documents interfere with the ready movement and free 
flow of international ehiptnents. Overseas traders 'are » 

t hrr»' ,0:. e-, cauLioned not to take lightly the importance of 
s L..TionLation, as excessive, incomplete and incorrect docu- 
riipiitg viay cause grief, expense, delays, and loss of time to 
those ^ involved in domestic trade and transportation* 

Following extensive efforts by the Department of Trans** 
:{n-,i:^\\ 'CO Impl i fy internal i^^nai shipping documents^ 
'iiec.bci natioas and cooperating agencies of the Economic 
t>nTistJ for Europe (the United Nations agency responsible 

' i nr^einHt loniil documentation simplification) recently 
! fit i fled che 'U.S. Standard Master for International Trade**' 
ThU is. the format f'^r a standard international shipping 
dooimenL^ which has the capability of significantly reducing 
pApc-rw^rjc in moving single' shipments of cargo from inland 
points tu foreign destinations. 

The U.S. Standard Master for International Trade la 
ron?lrier<»H capable of acting as the framework for all ape- 
I ldli2ed documents that are now required by any nation and 
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for any mode or combination of mc^dps of transportation. The 
document format Is the result of close cooperation between 
the Department of Transportation and a number of other 
covernment and Industry Interests, including the National 
Conmittee of International Trade Documentation and the San 
Francisco Marine Exchange. A nun\ber of associated export 
forms have been redesigned to align with the new standard 
format; among them are bills of lading, delivery instrucLions , 
arrival notices, dock receipts , insurance policies, certl- 
licates of origin, shippers' export declarations, drawba<^k 
applications, govermnent bills of lading, shippers' letters ^ 
ot instruction (for air), and commercial invoices.- Use of 
the U,i>, Standard Mastef is not limited to the forms named. 
It may be ust»d as the forrat for any other forms related to 
any ship: •ont-*expor t or import ♦ domestic or International, 
^rcakbulk or container, intennodal or single mode. 

The foUowxng discussion presents an overview of 
i;r inci',.a; dv^cun^entary requi rc^ment s for exports ^rld imp^i5rts. 

f . ) 

, ■ r ^*rnAL innal traders are urg^ed to seek assistance 'from ' 

s 
r 

. •■ ' 

r ;\.r.encal and non-governmental agencies sijch as D.epaft- 

.r ■ 

rent o'. Commerce field offices, foreign f;*-U;*(t forwarde^rs, 

. MSt r-shcMSii brokers ,. ban-.s , etc. for detailed knowledge ; of 
L.i:--,u .Jcct.'i'ont ar y rf qu ; rt-mtMU r. ct varirus countries. ■■ 



A si'- of appropriate conmercial rlocuments represents 
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oiinerahlp^ or •InlUr v«lu«bU right* to goods novlng in 
foreign trade. They entltlje the exporter or legal holder. 
In due course to goods at destinatien. In the event of 
loss or damage t compensation by Insiitaace is received 
instead. Since documents may represent substantial values^ 
it is important that proper documents be obtained and 
correctly .prepared to Insure that full and unrestricted 
title to the goods is conveyed, . 

l» Bsaic Documents 

t 

Se^l^r^a coomercial tnvoi ce 

~ - ~ ^ ~ *- - • - - — ^ ^ 

The Invoice la a record of transactions between- 
sellers and -buyers « This docunient is of importance 
to any third party who may have an Interest In or a 
V need to determine the value of a shipment. In cer« 

tain countries the commercial invoice Is sufficient 
for custonts purposes, but in others a consular 
invoice or a certificate of origin must* be produced 
for appraisal and entry of goods. Countries accepting 
the commercial invoice as a basis appraisal may insist 
that the description of the goods, on the commercial 
invoice coincides with the corresponding category or 
description of their active Customs tariff « 

Basically, the commercial invoice muat provide, 
all ^Jetails necessary for the proper description of 
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the merchandise, picked and unpacked, as well as the 
terms of sale. The invoice thus Incorporates all 
tj\c essential tacts about the shipment and serves 

• ■ * 

managerial rather than legal or formal purposes. 
Bills of lading 

\ ' ■ » 

(1) Functions 

Three basic functions are performed by the 

bill of Lading, First, it serves as a receipt* 

for shipments delivered to a carrier for sub* 

sequent transportation. Second, the bill of 

« 

lading is a contract of carriage between the 
carrier and the shipper, and as such sets forth 
the conditions under which the goods vill be 
\ carried. These conditions include statements 
of the liabilities and dutios of the parties 
t !) the contraLi (i.c.^ of the carriers and the 
shippers), the person to whom the goods are to 
be delivered, and the amount of. the freight 
charges, to be paid as well as when and by whom. 
Third, th€' hili.iif 1 ailing is evidence of title 
to tlie KooOs described Lht-rcin. 
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(2). Mg notUbtUty 

» a 

Bills of.Udlng may negotUble or non- 
negotltble. The order bill Is a negotiable 
Instrument and .title to the goods may be trans- 
ferred by proper endorsement. It' is frequently 

used to secure payment for the goods at destl- 
'• . ' * 

•nation. A straight bill, on the other hand, ia 
non- negotiable and only the consignee named In 
the document has the right of ownership to the 

* • 

goods specified in the bill of lading. 

(3) Issuance 

It is the duty of the carrier to iasue 
bills of lading; however, the actual prepara- 
tion of this document is often carried out by 

s' 

a freight forwarder or shipper on forms pro- 
vided by the carrier. 

o 

(4) usage 

Although uniform conditions for bills of 
lading are constantly being strlved for, such 
uniformity has not yet ..been achieved. There- 
fore, it is important that the overseas trader 
reviews the particular bill used by the carrier 
in order to have complete knowledge of the 
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conditions attached to the transportation of 
his goods. 

Generally, carrters or their ageihs only 
deliver goods covered by a duly signed or 
endorsed order bl-irl. Similarly, Customs con- 
siders holders of a properly endorsed bill of* 

* 

lading CO be the owner of the imported goods 

and such comsnon carrier bill of lading the best 
, evidence of the right to make entry. Some 
.countries require validation of the. bill of 
lading by their 'consul at the place , or ^port of 
shipment to give official proof as to the accu- 
racy of the specified merchandise. 

c . Consular invoice 

Invoices are, not required by all countries and 
vire^not uniform for countries which require them. 
Ccnsular invv-^ices must be prepared in the currency 
of the country from ^hich the goods are shipped and 
must contain full details and description of the 
goods exported. *They serve as evidence of th<3 
' shipper *s or^ownei's declaration of value of the 
shipment. Consular invoices dre certified by the 
. consul of thr country to which shipment Is destined. 
Thev ffluRt show, in addition to detail's of the ponds 
thems.clves, all discounts and rebates. The consular 
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^^S^ ^- Invoice ftclUCAteB customs work «c dettlnatlon, 

. expedites collection of t(^es, end lAiTves stftlftlcpl 
« p'urposes. The shipper forwards copies of the consular 

invoice to the Importer, who presents them to Customs 
ihen he declares his goods. It is Important that 
arrival of the lmportei;'s copies coincides with 
arrival of the goods; delay in receipt of documents 
may be penalised by Custoois of th^ importing country. 
In some cases the consular invoice may be simply 
■ a copy of the coimnerclal invoice but written in the 
language of the recipient country. More often, how- 
ever , consular invoices are complex documents with 
very stringent requirements for accuracy in prepara- 
tion and subject to excessive changes by the consul. 

4\. Marine inaurance certificate 

An insurance certificate confirms that the 
shlptnent* described on the certificate Is Insured 
subject to the insuring clause or terms of a given 
Open Cargo Policy (or Floating Policy). The certi- 
ficate does not contain all of the clauses appearing 
in the Open Policy, but does contain the Important 
clauses. In cases where* the buK^^er desires a complete 
Insurance contract, from tiie seller, he usually stipu- 
lates for a' "policy of Insurance, other than a certl* 
flcate." In such cases, special trip risk policies 
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/ 

are issued, whl.ch are comph le coturacts by them- 
selves. Certificates or special trip, risk policies 
nay be negotiable Instruments and acceptable by 
banks when properly endorsed. 

Marine insurance is required to protect the 
cargo against perils of the sea and other risks for 
which the ocean carrier is not liable. Similar 
insurance Is available for air carriage*' 



A d»!lt ional DcK^t i nonr s / 1 

. ■ / 

iiopendfr.i; on :bc reci,f:f?r.t couqitry's particular 



\ 

/ ■ ■ • 

ri*qu i »*t-r.<"^nt s and ritlu^r c.-'ac:*: ^ns governing the export 

•if " ^'^"'ori i t ICS , the types and numbers of additional 

v ■ s" \j"t;;i ^ s n^--.dcv' in -vcrst'o^ ; :fitit- will vary,' Hope- 

: ;l:v. -^'ich thi- fani ; .■ , ; ro t.-i, M simplification 

ar..; ;:.-.:■..>; Ida; : ;)n a r, empt hy v\;r;.'^us supra-national 

!}.\- . '...i. >,v/ Vi- r nirt- n a i an^i Imsmoss aucncios, the* 

r^'^ J . • » /vi I t^or\ire:}rr. , will diminish vn the not-too- 

c-ist^>t future. - 

/ riw* I^'^ilo^'1^^, d«*^':rirnpn' s r^pr?»snnt thf» rbnrnon addi- 
/ • • 

tr^nsfpr of ^oods in 1 nt*>rnat iona 1 trade. This list -of 

docur onts is ^v rto means exhau.^: ivo . 
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Shipper export declaration 

r 

Thia document, which may be o.btalned from the 
U.S. Department of Commerce t la required by the 
government of the United States for export ahlpmenta 
valued at more than $250. •It l8 used' for the compl*^ 
latlon of statistics on trade both with foreign 
countries an^T wfth U.S. territories and possessions » 
and it provides a practical means of implementing 
cxport-contrpl regulations, 

Merchandlso is described on the export declara- 
tion in accordance with the various Schedules on 

Statistical Classification of Domestic and Foreign 
Commodities txported from the United States Issued 
by th^ Department of Commerce. The shipper or his 
ftKent files the export declaration with the carrier • 
(or its agent), except in case of mail shipments » 
when the export declaration is filed with the Post 
office. 

b . Validated export license or permit 

This document perr.its the export of a product 
or n.'jt- It is normally dettjanded when a govern- 

ment exercises control over its exports for any 
ff^ason. Thes** licenses may be of a {general nature, » 
t covfr ex'^ortatlon ol c*»rtatn cnmmo^dit Itr." to 
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given countries of destlaaLion, or individual licenses 
for specifically named articles to apfecific destlna- 
tlonfc. Reasons for the use of export licenses are: 
protection of the health or welfare'of a nation, an 
industry, or agriculture, or other national produc- 

tlon^ 
* 

Seller's bill of exchange 

A bill of exchange or draft is a written order 
for a certain suni of money, to be transferred on a 

ciTtain date ftDtn the person who owes the t^oney or 
agrees to make the payment (drawee), to the creditor 
to whom the money is owed (the drawer of the bill). 

Bills of exchange or drafts are the trost common 
rvthod*; of j.^vrrent in international trade. These 
h^lU prnvi;^e drcMfTient ary evidence 'of obligation 
without rrqulrlng either exporters or Importers to 
suiHiam the entire financial burden of the inter- 
nal it^nal sh. pment , 

^ Acceptance of the draft represents an acknowledge- 
neni of the obligation, U^e of ,this Instrument faci- 
•:tat:-v5 inter nar i ona I market i ns' bv providing: (1) 
documentary evidence of an Obligation that is readily 

transferable and (2) definite or determinate maturity 
« 

r^i i!-' cb 1 igat inn. 
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A draft with only • Lotttr of Inttruetlon and 
no Bhtpping documents such at octan 'bllla of lading, 
Insurance certificates, etc.,. Is knm as a docu- 
mentAry draft. In International trade, the documen- 
tary type of draft is employed almost exclusively. 

t 

(1) Sight draft 

The drawee Is required to accept and pay 
the draft upon sight or presentation. This may , 
mean that the. draft will become payable prior 
CO arrival of goods abroad. In some countries » 
it is^ customary for banks not to present the 
drafts until the goods for which the drait has 
been drawn have arrived. 

(2) Arrival draft 

Use of thi^ dncument ctlls for payment on 
arrival of merchandise, tt should be noted, 
though, that the absence of a deflnite^or 
ascertainable maturity date renders arrival 

drafts non-negotiable In many foreign "ifountrics . 
Hence, it is bt?tter to use sight drafts together 
wilh Instructi^ns^tn banks to defer pref^entat ion 
of draft until arrival of goods. 

•» 

% 
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Thii document, ct Hi for piywent on • speci- 
fied date, or a upeclfied number of days ^fter 
\^ a given date. This type of draft U In no way 
tied to the actual movement of goods, and Is ^ 
considered rather rigid and Inflexible. 

Foreign exchanfi.^ c ertificates 

In certain countries special permission must be 
obtained in order to engage in transactions Involving 
foreign exchangcv Certificates or permits of this 
nature enable the holder to buy or sell goods abroad 
and to make or. receive payments In fore IgiL. currency 
or in the currency of the country, granting the 
certificate.* ' » 

Miscellaneous documents 
(I) Delivery permit 

This permit is issued by a carrier. Its, 
agent, or a port authority for the' purpose of 
authorizing export-destined cargo to loading 
plera. 
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Dock receipt 

This document may be Issued Mt. • port as 
an interim bill of lading, as documentary • 
evidence of the physical transfer Ai^^oods from 
the shipper to the carrier. ObservaT>le damage 
to containers or contents, inaccuracies ir. 
quantities and numbers » And other irregularities » 
are noted on dock receipts follwlng examination 

of cargo. ' ^ 

Tentar.ive dock receipts are issued when 
shipments are delivered to*the pier in incre- 
ments. The temporary document is then exchanged 
for a standard dock receipt upon completion of 
*'port-deUvery" of the entire phlpment. When 
goods are subsequently loaded on* board ship, 
the dock receipt' ij3 replaced' by a bill of 
lading. 

Certificate of orifi^n 

This certificate Is demanded by a number 

of countries. /The certif icatje^ ^of origin is 

required as a separate document, when inclusion 

of Information as to the origin ^of goods on the 

consular invoice does not satisfy documentary 

renuirements of the recipient country. 

* , 
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The certificate of origin seeks to deter*- 
mine the actual origin of the articles biding 
export^ In order to evaluate the propriety 

of their Import by the receiving country (e,g, , 

♦ - , ■■ 

applicable tariff laws and other permissive or 
restrictive provision^)* 

Many local Chambers of Commerce perform 
services for their members in certifying as to 
the origin of the export shipments. 

This receipt confirms storage of goods: 
It guarantees delivery of the goods on demand, • 
(subject to Customs permits for re lease In 
case of dutiable merchandise) from bonded war^« 
houses. Hence 9 the receipt is evidence of 
ownership goods which may be transferred 

\ endorsement to a third party • Therefore » 

warehouse receipts can be used both as t^ollat* 
eral for loans and for the control and dlrectioa 
of deliveries • , - ^ ~~ 



C . Im |>o\ ts 



Knowledge and appreciation of documentary requirements 
for imports are no less essential than for exports. Th<* 
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present discussion will be limited generally to documentary 
Information for U.S. importers. 

I. DGftnition of Terros 

Before describing documentavy requlrementt for 
importers » it may be helpful to review certain termin- 
ology related to imports. 

a. Ad valorem 

This term is used in connection with the 
^ asstrssment of duties on imported goods or commodities 
. based on their value » as opposed to "specific duties. 
Ad valor^^m assessments are usually expressed in per* 
ccntages ^of the goods* value* e.g.t 57* ad valorem . 

b . Ar;t l.-dumping duties 

These duties may be levied In addition to regu- 
lar- duties on dutiable articles. Such addit*ional 

countervailing duties are deslg>ned to offset dlf- 

- • - * 

ferences in merchandise prices between foreign mar- 

fef't values and the prices charged for the same goods' 

when sold'for exportation t-o the United S tates . 
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An evaluation of 




rted nverchandiie la tnade 



to determine dutiable or free status. Dutiable ad 
valorem determination requlrea appraisal of such 



officials (e.g., ascertaining quantities of merchan- 



dise, accuracy of Invoice, and deacrlption of mer- 



Bonded warehouses 

^ Importer^ are .permitted to delay payment of 



duty by deferring taking possession of Imported mer- 
chandise. Hence, dutiable Imports may be stored in 
bonded warehouses, which provide certain advaijtages 
. corresponding to foreign trade zones (see below^. 
Depending on the nature of the bonded warehouse, 
importers may be authorized »to clean, .sort, repack 
or otherwise change the condition of their mer- 
chandise while the Utter is being held in bond. 

Bonded warehouses are required to be under 
bond satisfactory to the Secretary of the Treasury. 
These warehouses are supervised by a Customs Officer 
who shares custody of all stored merchandl'se with 

the proprietor subject to detailed cuttotnf regw- 

latlons. 



merchandise In the manner designated by cuB'toms 



chandlse fof~ duty- levying purposes). 
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UlthdrawaTof Imported uerchAndlse from bonded 
warehouses is normally authorised for consumption 
(upon payment of import duties and accrued charges )» 
for transportation and exportation, o^or transpor- 
tation and warehousing at another port. 

e* Customs values 

For imported goods (subject to duty on an ad 
valorem basis) the foUowinR definitions of values 

apply. 

^ypori value 

This Is the value or price of the goods 
(at the tire of, exportation) packed ready for. 
shipment to the United Staf:es, ''at Which such 

or similar merchandise is freely sold or offered 

r 

for sale in the principal markets of the couitty 

uf exportation, in the usual wholesale quantl* 

ties and in the ordinary course of trade for 

.exportation to the Umtt^d. States Use of 

icrcign value (also referred to as alternative 

value? duty liet^^rr-irtat i '^n is now litnited to 

■ t 

special exceptions as^ speci f iod by the Secretary 

or Treasury-. -.- — ^ — - 
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This value is equal to the "price (at the. 
time of exportation to the United States) of 
' merchandise at which such or similar merchandise 
is freely sold or offere|l for«sale in the princi- 



pal luarkets of the Unit«l States for domestic 
consumption, packed ready for delivei;y, in the 
usuab wholesale quantities and in the ordinary 
course of trade, with all allowances made for 
various expenses such as commissions , transpor- 
tation, insurance, custom duties, and taxes. 

(3) Construc ted value 

•■ ~ — X — 

^ This is the sum of cost of materials and 
fabrication a^t ti.r.e preceding date of exportation^ 
which would normally allow the production of that 
me.rchandise in the ordinary course of business 
plus general expenses and pfofits usually 
charged » plus ost of containers" and all other 

expenses incidental to preparing merchandise 

. • » ■ • * 

for shipment ^to th^ United States. . 

f-' ■ ' * 

(^) American seUinfi price 

This price may be applied in certain cases 
to equalise costs of production when the rates 
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of duty do not tfford tuch equalitAtlon. The 

American selling price is generelly the wholes 
sale price that normally applies^ if ^such 
imported goods were sold for domestic consump- 
tion in the ordinary course of trade at the 
time of exportation to the United States. ^ 

r 1 

f. Drawback 

This term Is ^plled to total or near*total 

reimbursement of »cu8totns duties paid on Imported 
merchandise which ife re-exported or which la incor- 
porated in a finished article destined for export. 

ft 

Hence, drawback is the refund or restitution of any 
duty paid or any tax levied. The general purpose 
of the drawback is to equalize the competitive 
position of the domestic producer in export markets 

with thai d£ his foreign rival. The time limit for 
jbraining drawback is three years, from date of 
irprrcation. 

Certain imported articles when not imported for 
sale or for sale on approval may be admitted into th 
United States with ut payment of import duties; fi*r 
exanpi-^* samples of merchandise for taking orders. 
Drawb.ick provisions do not apply on such Exempt 
articles. 
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Import duties 



.BFST COPY AVAILABLE 



these are taxes or fe«s assessed on goods passing 
into a country. Duties are usually assessed on either 

an ad valorem or a specific basis. 

Import license 

This document permits the import of merchandise 

into a country where such licenses are required. 

/ 

Import Iicens.es vary for different products and 
different countries. Their issue deperds on the 
needs or requirements of a government that may wish 
to restrict or control importat ion^of any given 
article. 



Import quota 

For certain goods the volume of imports may be 

s ' * 

restricted. Import quotas affect tlie amount of duty 
l^ayable on Such imported products. After the pre- 
determined volume of imports is reached, additional 
Imports during a' designated period of time are sub** 

lect to h^jji^r rates of duty. 

» 

There are other quota provisions that ^-estrlct^ 
th^' absolute quantity of certain products to.be* 
imported during a given annual period of time. 



J. Pro forma invoice 

This la applied to t ikeleton invoice, which Is 
usually sent In advauce of tho regular Invoice for 
the Customs, clearance of goods. . The purpose of the 
pro forma Invoice Is to acquaint the Importer and 
government authorities of impending imports with 
apprbxltnat* weights » quantities » and values of the 
merchandise beiftg imported • Pro forma Invoices 
assist, foreign buyers In obtaining an import license 



k. Spaclf l^Sdut les 



Taxes or fees levied » or calculated, on the 
basis of weighty measurement . gauge, or other measure 

of quantity (e.g., so n^uch per unit of weight) are 
known as specific duties. Such duties are in con- 
trast to ad valorem duties, which are levied according 
to value* * 

X 

Entry 

All arrivals of ships at an American port (from a 

4 

toreip^n country) must be reported by tho master of the 

nearest customshousc within 24 hours. Formal entry of 

the ship mu^t occur within 48 hours. 'Similar customs 

♦ 

ar rangenont^ , but with acceleratcd^ tine schedules, aro 
made fo^ international aircraft. ^ 
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Entry of tnerchandtae 



Entry of merchandise InvoUes^procedures nec- ■ 
essary for cleafing Imported items through U.S. 
Custotrs and certain documents necessary to obtain 
possession of such goods. It should be borne in ^ 
mind that, although customs officers will assist 
importers p actual entries of the goods must be made 
by the importer or his agent. Generally/ such 
entries are handled by customshouse brokers working 
on behalf of the importer. These brokers are ^ 
knowledgeable in their field to the extent that they 

can handle the entire customs transaction and secure 

I 

release of the mw-rchandtse by customs officials. 

Obligations of the consi?;;nee 

Entry requires thv ccnsignce to declare the ^ 

value of the* imported' goods » to^ndicate the rate 

of duty (;£ any) and cr.ritf class if ication of the 

nerchandise^ and to designate the manner of disposal 

nf the goods. In the event an imported shipment 

lias been sold or quoLed in foreign cur re^icy , the 

»»ntry rr.vjst report tho val'!»* in dollars according, to 

the daily c^^nversion values of foreign currencies 

published by the Federal Reserve Bank of New York 

« 

as"^ of the date of exportation. 
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c. Types of entry 

(1) Consuniptton entry 

This entry detlgnates the consignee*! 

» 

Intent to dlspoee of Imported tnerchendlse 
domes tic* I ly. Under this' type of entry, « 
deposit Is (nsde at this customshouse equal to 

the amount of estimated dut/. Ad.lustment in 
duty payment I so as to correspond to the exact 
amount required, is subsequently made. 

- # 

(2) Transportation entry 

This permits merchandise arriving at a 
particular JJ.S. port to be tfrantported (in bond) 
to other points of entry. Thli ^ype of entry, is 
also known as an l.T. entry (iiwntdtate transpor- 
tation in bond). . ^ 

* 

'(3) Exportation entr y 

* ■ Merchandise which is re-exported from the 

port of arrival in fc»he United States is entered 

under this method. 

(4) Drawback entry 

This Is used In connection with claims ft^r 
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drawback of duties paid on merchandise originally 
imported into the United States and then re- 
exported/ perhaps as an integral part of another 
product produced in the United States « 

^(5) Warehouse entry 

This permits goods to be placed in a bonded 
warehouse, with (>a)nnent of duty deferred until 
such time as merchandise is permanently removed 

■> 

from warehouse. 
« 

3, Documents Required for Entry and Releaefe 

The. importer enters the merchandise and obtains 
release of goods by filing the following documents. 
In the event any of these documents are missing, the 

posting of bonds is required. 



a. Special customs inv:>ice 
^ — 



If the value of the goods for wKich entty 
is sought exceeds $500.00, and provided duty is 
assessed on ad valoron basis^ filing of a special 
custt^ms invoice is normally required. This type 
of invoice is not required when shipments arc 
free nf duty or when subii^ct to a specific 
(not ad valorem ) duty. The commercial Invoice 
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pyo foroi invoice omy be acceptable aa a 
substitute. 

b, Bill of Udlng (or air way btlU 

See discussion under Export Documentation 
* (above). 

^* ^onslt^nee^s declaration 

uvery "consignee of imported merchandise must 
lile a declaration specifying whether the gooris are 
imported in pursuance of a purchase or an agreement 
to purchase, or whether otherwise imported. The 
declaration must further certify that' prices and 

all other ;data contained, in the invoice are correct. 

{ 

m 

Additional Documents for Entry and Release 

Certain additional documents are frequently used in 
connection with seeking entry and re .ease of imported, 
merchandise . • ^ 

a. Analysis of inspection certificate . 

This document may be required in connection with 
certain kind^ of goods* It testifies tft prior 
analysis or inspection of goods. This document may 
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be requested by an Importer for his protection. The 
U.S.. Government demands such certificates on, certain 
imports rfslated to health and public welfare (e.g.U 
cosmetics, drugs , and food products 

b . Carrier's certificate and release order ' 

^ , -In instances when the imported merchandise 
arrives in the United States ahead of the necessary 
import documents, release may be obtained for th^e 
goods through the use of Carrier Certificate and 
Release Order forms. These are issued by carriers 
on bank guarantees given on behalf of the importer 
or on the basis of bonds arranged by the importer • 



, EXPORT PACKING ^ PACKAGING AND MARKING 



Understanding of adequate packing and packaging methods is 
nec^issary in xnalntaining foreign markets . Goods prepared for 
.shipment abroad' must be adequately packed in order to give reason- 
able assurance of their safe. arrival at the ultimate destination. 



A. Basic Considerations 

Generally, packing considered to be sufficient for dom-^ 
• esrlc shipping is not strong enough to withstand' the rigors 

of export shipping. 

\^ 1 . F actors / . ^ 

There are more handlings in export 8hipp;Lng than in 
aoifostlc shipping, and th-ese handlings often occur under 
less (avbr,ab'le conditicns. Some of the factors relevant 
to the many handlings of export shipinents are listed 

a . Assembling, and packing 



9 

. The quality of assembling and packing merchiindlse 
at the producer's plant itself must be considered. 



Loa<? t ng 



Loadings stacking^ hauUngi ate* Involved with 



s 



rail or truck transportation to the port atjr" important 
factors In determining propriety of preparing/goods ~ ^ 

for shipment. 

Handling " 

~ V 

Preparation of goods for shlpnent al8o-4epeiids on 
the type of handling goods are subjebted to while they 
are In warehouses, at ports, and un^er the control of 
loading and discharging carriers. 

wars- 

Movement 

The rigors Involved in the on-movement of jgoods in 
the foreign country of destination! e.g., rafl, truck, 
or barge, fnu»t also be evaluated. x 

Customs processing 

Thjg nature of, customs processing to whtch^geods 
are exposed by the country of import affect preparation. 

Cltaiatic effects" 

The effects of different climatic conditions, 
including changes in temperature and humi<Uty7 must 
likewise be considered in assessing appropriateness of 
preparaiionl 



3-143 



2.. "Special Problenn 



Some of the specitl problems flfiociated with export 
packing are water damage, breakaige, theft and pilferage. 
Recent Insurance statistics Indicate that, as a percentage 
of total claims for losses by foreign traders, these causes 
represent approximately 13%, 197., and 20% respectl>vely. 
Therefore, adequate packing techniques are impor&nt. 

3. Legal Considerations , 

Legal aspects must also be considered when packing 
for iaternat tonal shipment. The packing of many commodities 
(e.g. , "'coffee bags, tea cases, and cotton bales) exported ^ 
from developing countries is subject to specifications in 
detailed international agreements, and many shipping lines 
will resfuse these goods if packed otherwise. Packing of 

dangerous goods is also subject to complex rules which must 

\y- 

be followed. 

4. TWO Basic Rules 
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Two basic rules apply to export packing. First, the 
' exporter should solicit from his customer complete specifi* 
caiionA for packing his order, what climatic conditions it 
^ must withst^and, and the manner In which duties will be 
levied on Che shipment. These instructions should be. 
Supplemented with advice from Svesmship companies , Insur* 
- ance underwriters, export freight forwarders, official 
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reports andV^llf ncetttaryi iptcUI txportlng consul tthtt. I 

« 

Second, exporters should tett thef strength of various 
styles of packing before shipping. Cus toners should be 
askl^d to furnish infomation regarding the condition in J 
which past shipments have been received, and tests made 
Accotdingly* » 



5. Pac 



kln^ Requlretnents 



The question of the *liow*' of packing needs to be 
thoroughly examined. Export packing requires casings 
strong enough to w^hstand shipping hasards such as pil- 
ferage» rough han^l ling ^ dampness, corrosion^ and crushing 
weighty while being small or light enough to obtain Iciest 
shipping rates. In addition, packing to insure thW lowest 
possible customs duties at the receiving end is a c)^mplex 
task. 



B . Packing for Export 
1. Unit Loads 



A very Important concept in planning export shipnents 

f i ( 

is "u«it lest von." Large loads are less; likely to be 

\ , ■ / 

damaged than i mailer ones, end may als^ result in lower 
freight chargi s per unit of shipment^ /i.e. , shipping 
ex^nsps tehdr to be less when the mevchandlse Is packed so 
that it can /be handled mechanically./ The unit load may 
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take several fortna, and it ma^ be prepared either by the 

» 

producer or the exporter, or by an export packer or freight 
forwarder at the port. In the latter caaet goods are taken 
off the domestic packing line a'nc| sent to the port as a 
routine domestic shipment with some savings In shipping 
amd packaging costs on the Initial Inland Journey being 
realized. Th^ shipment Is then consolidated Into a. unit 
load for shipment by the export packer. ^ 

A unit load may consist of Individual domestic con* 
talners placed Inside a cleaned plywood » nailed wood^ or 
other suitable export case. Or It may be made up of a 
number of domestic containers which have been palletized , 
and which ^ therefore » require mechanical handling. Another 
approach whicli is increasing In popularity Is so«*called 
' containerization^" w^ch involves the use of large, 
enlformi metal containers for which special mechanical 
handling facilities have been designed. 

* - ■ ' < ' 

a. Pal lets 

The pallet load Is one of the moat Important and 
^ simplest forms of the uhit load. By packing goods on 
pallets so that they can be handled mechanically at 
every stage in the transport and distribution chain, 
costs can be substantially reduced, and the risk of 
damage and pilferage Is less. Most shipping conferences 
Rive a freight reduction for palletized traffic, 
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aoouatlng to between 5 and 12 percent according to the 
trade. Not only do pallets' lend thenselvea to door- 
to-doOT, through transport, bu» their a ice facllltatea 
^in-plant movetnent, The pallet may itart Ita Journey 

/V 

at^hexend of the aaaembly line, travel intact, and 

/ t 

c^me to rest In a final buyer's warehouse. 

^ ■ • ' ...... 

Pallets. may be of standard a Ue, or designed 

according to specifications of the exporter or the 
buyer. Compared to containers, pallet loads are much 
smaller.. .Thus, the equipment needed to handle them 
is much less sophisticated and less expensive. The 
most economical pallet load is four to six feet tall, 
weighing between 1 and 2^ tons, and can be lifted by 
fork-lift, pallet-truck, or jack-truck. • 

Wood is the' most cptnmon material used for the con- 
struction of pallets. The.re are a number of steel 
pallets ar well, ?hd there is growing Interest In 
pallets manufactured from plastic and cardboard. ^ 
Pallets may be through-pallets (re-usable) or one-way 
(throw-away) pallet s. 

The so-called through-pallet Is one that completely 

fulfills. Its Intended function, that Is, It follows th6 

\ '■ .. ■ 

irerchandise from the production line through all stor- 

♦ 

«§e and transportation operations to final delivery. 
This pallet must do servlcr^ in a number of external 

and Internal operations and must^ therefore^ be durable. 

3-147 \ , . • 




Important that a shipper attempta to make aalea on the 

basis of complete pallet loads. A pallet load , of 



course » need not be composed of only one item; It may 
be a mixture of different products as long as they can 
be placed together on a pallet. 

I 

The one-way pallet* on the other hand* is made of 
rather scanty wood or cardboard* and la designed to 
U^t for only «ne trip. It Is often designed as an 
Integral part of tke package and is disposed of vhen it 
has served its purpose. . ^ 

Containerization 

Containerlzation is the most important development 
in unit loads in recent years . Containers manufactured 
from heavy steel, aluminum, or plywood, are now available 
for shipments to many parts of the world. They are 
large enough to receive shipping units of considerable 
size, but constructed so that they can be safely stowed 
either on leek or between decks of the average ocean 
vessel. Some are designed for attachment to chassis 
for movetneat as setni-trallers on land; others move as 
c^plete semi-trsllersi in roU-oo* roll-off operations. 
Steamship lines now provide containers to shippers* 
snd pick-^up and delivery within reasonable distance 
of steamship terminals. There are, in addition, inter- 
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nodal igreements which provide through-eontalner service 
from inUnd point to inland point. 

C. Packaging for Export 

■ • 

Many factors enter inlo the packaging decision of a 
particular product for export. A number of questions are 
related to the nature of the product. Is it breakable (e.g., 

« 

bottled goods, glassware, machinery)? is the product subject . 
to humidity (e.g., hygroscopic goods, such as arrowroot, paper, 
or potatoes)? Is the product subject to taint (e.g., certain 
foodstuffs, paper, cork, cigarettes, and cigars , -which are 
susceptible to being tainted by contact with other cargcr)? is 
the product subject to vermin (e.g., flour, grain, skins, or 
nuts)? Is the product subject to pilferage? Questions such 
as these provide a stsrting point in selecting s package in 
which to exitert a particular product. 



Types of Packages 

'A. Corruj^ated boxea 

These packages have improved greatly In recent 
years and new be used co ship many products over** 
seas. 

It should be emphasised vith regard to the use of 
corrugated cartons for export shipping that only those 
especially designed for export purposes with high 



burttlng «nd w«t ttrongth should be uied. Of all 
cont«lner« ifhleh fall in foreign conoerce, the nornal 
donetclc type of corrugated container le probably the 
worst offender. With Its lack of stacking strength* 
ease of puncture, susceptibility to nolsture, and the 
fact that the lead must support the box, It Is generally 
unsulted for export use. Corrugated boxes with a 
bursting strength of less than 275 poui|ds per square 
inch should never be used for overseas shipment . 

Triple-Hall corrugated boxes are strongest and 
even have one advantage over wooden boxes: they ar^ 
more resilient spd cushion the contents against shock. 
Under certain weight conditions i cornigatlon !• equal to 
one-half inch of plywood. Corrugated boxes can be 
strengthened by wood frsnlng. Reinforced tape ur a 
full glue flap at top and bottom should alao be ixB€d. 
Whenever posalble» an exporter should Insure a tight 
pack in the corrugated container In order to prevent 
^'cannon balling" of one Item against another. 

* 

« 

There is, however, & relatively high potential 
for pilferage "rem corrugated boxes, Sone guidelines 
to prevent this are: 

4 

(I) Load and interior packing 

Make cert&in that the load and interior 
packing support the container walls to prevent 
coMapse and aobwequent Invltntlon to pllferag*. 
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' (2) 'stfpptna ' tm AVMUBLE 

^ Eapioy • trapping t round the girth and over 
the ende. to that if the contelaer felU the con- 
tents nay reoain intact. 

(3) Sealing of flaps 

Make certain all flaps are fully glued so 
that pilferage can be accomplished only by 
destruction of the caee, 

m 

(4) Bur Up overvraps 

Avoid burlep ovetvraps vhich cAn easily be 
pilfered snd thea tevn* leaving little sign of- 
having been disturbed* 

b* Plyvood boxes 

Plywood boxes are gaining In popularity as export 
packages. They give excellent protection against 
punctures, sre able to suppbrt heavy stacked loads on 
top without collapsing, and are virtually pllfer-proof • 
^ The increased use of pLyvood began ««hen shlppars 
realized that package strength was properly placed in 
the framing, not the skin. By using plywood instesd of 
slstted wooden boxes, loth weight end cube ar« saved. 



Another Advantage of the plyuead box la that It can ba 
fatcrprooftd At the jolntt «nd easily lined wlthA 
tBoltture barriers. 

c. Wooden crates 

Wooden crates may be open or fully sheathed, and . 
are best for heavy and bulky objects. Fraalng mat be 
heavy enough to withstand the plnohtng effect of slings. 
Some exporters have found it profitable to ship lar^e 
objects, such as refrigerators, in oper. crates sheathed 
only In « transparent polyester shroud. The handler 
can then see what is being moved and can give it the 
required care. 

In regard to wooden boxes in general, and where 
the product permits, pack individual items in such 
combinations as t:o create a container large enough to 
preclude casual manhandling. This is a iL^Jrr step 
toward eliminating container failure through aiahandling, 
and subsequent i^ilferage. 

a 

d* Wlrebouad 'boxet <nd crates 

• The wirebound container, a very old freight- 

• packaging technique, is emerg^jig today as an important 
means of containing ai)d protecting cargoes for export. 

♦ 

Its primary advantages e^e durability, lew cost when 

* * 

mass produced, and light*welg|it. ' Uircboundt, however. 
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7" «hould not bt uied for ;^uudi chat wtU bt duMg^d if 

^ : th« box !• •lightly twisted our of ihApt. Wirfbouad 

. ' cont«la«rs lend thdnselvea eolly to mast production. 

Onoh-t: container haa been designed for a particular 

-TV . . . ^ 

Iteai^ It ^an then be cmnufactured in Itrge* quant it lei 
for delivery in knocked '■^down form and readily aaatotblads. 
Mechanical wlrebound etsembly can alio be built into 
. ^ the regular aetembly * line process. However » thisy are 

Ir aeldon the Ioc# cost choice far exporters who requirc» 

^ * and have, storage spacd for quantities of less than 

. ^> 50 knocked*dovn crates of the sane design. 

Regarding theft and pilferage, interior packing 
which conceals the nature of contents shoulcl be used* 
* Twisted wire closures which must be cut or broken in 
order tc opened shrmld also be employed. 



e. Mult 1 wall bft^s 



While these bags hsve proved themselves useful in 
domestic shippings they face additional problena vhen 
used for export, Foreign stevedores, accustomed to 
burlap- bags, tend to seize multlwall bags by their 
"ears," with subsequent tcarlirg and spilling. When 
goods are such that they must be Shipped abroad in 
nultiwall bags, the. remedy for this problea li 
pal letisatioa. 



3-153 




Bales traniport well, but are eaiy to pilfer and 
are apt to be damaged by hooka and water. They should 
be wrapped in waterproof covering, and.eara ahould be 
provided on the corners of small bales so that .they can 
be handled without hooks. Bales weighing over 300 
pounds are likely to be hooked. At least four tension 
bands should be used around each bale to give It 
strength. 

With respect to pilferage. It Is sometimes 

9 

recoenended that a maximum numbe^f straps be used to 
make extraction of an item difficult because of the 
pressure. Colored twine closures can also be used, 
which makes re-sewlng difficult and Increases the chance 
of detecting pilferage. On routes where pilferage is 
known to be high, wire mesh can be employed between 
the burlap outer wrap and the steel strapping. 

w 

Theft and Pilferage 

There are some general guidelines applicable to all 
types of coiv?alners which help minimise theft and pilferage. 
Fli^t, the t^e of second hsnd materials should be avoided.* 
Initial container strength has often been lost. Old marks, 
signs of nail pulling, and pther handling seal's also make 
concealed pilferage hard to de tec t.C Second, load limits 
not exceeding those recommended for export should be used. 
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This tends to tnlnlmlse thlpaients which h&ve been weakenecl 
by over- loading* and are, thus, ripe tor pilferage and othar 
damage. Third, study the pos^tblllty of palletUlng and 
ualng cargo shipping containers.-' When .either system can 
be used continuously, and preferably door-to-dpor, theft 
and pilferage are greatly reduced. Fourth, when steel 
strapping la used, consider employing embossed strap seals 
carrying some Identifying code, so that if strapid are opened 
and then re-aealed it can be detected. 

Water Dacaa ^e , 

' f 

There aie also aotne helpful guidelines to reduce this 
problem. Special chemical rust Inhibitors which may be 
applied to metal surfaces ar^ available. Some dry to a 
hard protective coating that can be easily stripped cff, 
while others must be cleaned pff with aolvent. Some type 

of barrier material, resistant to water and which can be 

* * 

* ■ * 

sealed with water*-proof tape can_also be usejl. One caution 

1- ■ ■ — ' 

with- regard to water^pr^f barrier material Is that it 
should not be used with products that themselves give off 
moistune. There are also desiccants which absorb water* 
It pur inside a container /whlcit also has a barrler mat;erlal 
protecting It, they absorb any wat^r that might be inside 
already. Desiccants are especially useful with non-4setallc 
goods that cannot 6e coated directly with inhibitors • 
^yolatile corrosion Inhibitors are also available. They do 
th«^ saiQe job as inhibitors » by giving off a vapor that 
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protects turf act! from w«t«r daaagt. 



Packaging for Alt Shlpwent 

The rapid growth of air transport hat raited otany 
tpeclal quattlona with respect to packaging air freight. 
The na in packaging factori to be considered are weight, 
strength, dlnenslon limits , and weather realstance. 
Because of the high cof«>of air freight, the weight factor 
Is probably the most Important. 

One point to note Is that air shipments often have to 
withstand wide variations In climatic conditions which must 
be guarded against. 

Generally, less robust materials and methods for 
packaging of air freight may be used. Some goods which 
«re fragile and require special handling may be carried on 
a flut pallet or in a skeleton crate with only a plastic 
covering for protection. Lightweight packing materials 
are usually less costly, and less material is generally 
used. Thus, considerable cost savings can reault. In 
aome c^aet^ savings on the pscklng sophisticated pro- 
ducts more than pay the difference between the coats of 
'surface and air freight. 

•V 

However, more consideration must be given to the 
pofiicUlty of crushing very lightly packed merchandise. 
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^ Harking and LabeUnff 

Cars And attention to nalntainlng eltar and durable aarklng 
and laballng, together with proper packing, he Ipi ^40^ eliminate 
daoMg^ and loaa of gpodt during loading and unloading, Inauraa 
that goods get speedier clearance through cuitona^ and anhancaa 

the reputa!rion of the exporter with foreign bjiyerer^ - 

Steaaahip and railroad coapanies may not aiccept -freight 
unlets it is legibly marked with the citjfuof destination along 
with the country of destination. It i^ important',' a l«o, that 
eacfupAckAge be identified with the narki and nu»bert appearing 
on the coranercial invoices and other export ddcumenta* A 
record should be kept of the nunbers used and^aT different^ 
number ihould be giyen to e*ch order. 

I. Labeling of Individual Packn&ea 

Cuatoms regulatlona pertaining to the labeling of 
various kinds of imported goods are detailedt definite, and 
strictly enforced. Most cotintrlei, follwlng the lead of 
the United States » require goods to be tuirked with the 
name of the country of origin. Frequently, cuatoeia ragu-* 
lationa of foreign countries require that the quantity and 
OKfiasureinents of goodr^ be mark?'! on the outside of packages. 
Pines and penalties are /Aaseaaed for violations of theye 
regulations* These are* especially heavy If cuatooa 
offlciflls feel that violations are deliberate. These 
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;^xt r* coats Itspoifid on importers » but sost Importtrs 
Insist thst exportsrs asks restitution, resulting in deUy. 
ill-will and Additional costs. 

" Custooa regulations of fsost countries also are strict 
with regard to the labeling of individu.:»l packages. 
Exporters can protect themselvas by carefully examining 
the regulations of the country of destination*, Again, 
heavy fines nay be incurred by mislabeling. It may be 

-.- ^ • 

useful to solicit labeling instructions fro^ consignees, 
and to follow these carefully. 

The consignee may also have particular requirements 
-for labeling. 4 He may, for example, require additional 
marks- on his shipments to enable the particular cargo to 
be recognixed by authoriacd personnel only and selected - 
from others arriving at a busy port. Marks'^tiay also be 
required to allow. a particular package to singled out 
for purposes of sampling, repacking, expediting by express, 
or warehousing. Quite ceaaaonly, marking Is used to aid in 
forwarding and distributing when an Importer Is supplying 
Identical containers of merchandise to different buyers. 

Harking of Outride Conta iners 

Marks and labels put on the outside of containers ^ 
should be large enough and legible enough to ensure that 
8jilp«#n«rs reach their destination. More specifically, it 
is recotaoended that each package be boldly marked in water- 

3-158 = 



proof and talt-proof iak od «t Itimai twp sides. These 



narklnga should be In the /lAnguAgea of the exporter's, 

country, the transit countries, and the country of final ' 

destination. Again^ specific requirements for specific 

countries can be^ found variouii exporter's handbookt» or 

by requesting marking Jlnstructioas from consignees.* Some 

/ . ' ■ * 

countries may have derailed requlreaeotd concernf ig the 

size of lettering, ItiB position on the container, the 

method of applying m^rks (brush or atencll), the system In 

which weights and ue'afiures must be given and the like. 

Other marks Which exporters may want to use incUule 

■ / 

hallmarks for prpclous metal.9, marks relating to quality 
anc standard, d^te raarka on perishAble products, and special 
rs.t-Vs fnr expl^jfrilve «nd ocher dangerous materials (normally 
reqiti r*^d by -a^) . In Shi prying goods that may attract pll- 
terrr>*, *-x;n^r|/etH Tji^y want, to use "blind** marks which will 
not Riviff '/iva>/ what is Inside a package* Exporters should 
be careful 1^ using trade, descriptions with regional 
connotation^^ *n labeling" (e.ft ./Eng-llsh wa I nuts » Spanish 
oa'-n^, Rcc/uefort cheed*-M / a i r..: if the goods d*o not come 
frott) the piace dl^ilgnuted, wa^ir enc'y may either be pro- 

^if require* h c.Mjnter- ii.dicat ion of origin. - • % 

/ . 

H^anji: f^AibiiU ty for marklaj;; goods with the nsme of the 



cojoiry jbt origin does nc^t always lie with the exporter. 



BEST COW AVWWWI 
Sonet im«t th« r«qulrtmtat that the Mrk be placed on 

the goode before their lAle 1& the couatry-of imiiort. Then 

i * • . 
It !• the Importer who la reeponelble for aarking goods. 

The serial aiinber ia often the noat valuable identl* 

ficatioa nark on a package. A new set of serial nunbers 

should be established every six or twelve nonths. If a . 

shipment container a large number of containers, a separate 

.' . ■ .■ .■ • ■ . 

s^t of nunbers should be used. If two connodities are 

^hipped, odd numbers can be used to represent one eonmodity 

/and even numbers the other. Shortages can be quickly 

detected, contents identified, assenbly and distribution 

facilitated, and difficulties with customs and carriers 

avoided by placing serial numbers on ell packages and 

identifying the peckages with the same numbers included on 

invoices and shipping documents* 



4. 



I 
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VIII. WAREHOUSING AND STORAGE BBT COPY AVAIWBLE 



A. Introduction 

'^p ■ * . " 

Tha present dlacusslon has tvo objectlvet* The first Is 

to point out the functions of warehous.ing, especislly distrl- 

bution warehousing. Including soma of Its physical service and 

operational aspecta. The ^second objective is to suggest how a 

firm may devise and imp lament a diatribution warehousing policy 

to best serve its needs, - 

». ■ » ■■ . ■ 

B. Definition ^ ' . 
I. Traditional 

According co Webster "Warehouse*^ (n.) is "a stove- 

i ■ 

house for wares"; to "warehouse" (v.) is "to deposit or 
secure In warehouse". Basically, "pure" warehousing Is 
a storagd function.^ An expanded definition of ware- 
housing Includes receiving, storing, and shipping of 
mater is Is in any form, and at any point in' the process of 
manufscture and distribution. 



2. Evolution Toward Distribution Warehousing Concept 

As has been the case with the other actlv'tiea 

included under the heaclng of physical distribution. 



'•James M, Dixon, "The New Image of Warehousing," Distribution Manager . ' 
January, 1968, p, 46. 
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a MtAge^ent, a different view of the warehoualng function 

♦ ha& eowrged in recent years. Formerly the warehouae waa 

looVed upon as .a storage unit designed to help satisfy 

the basic marketing process with war5)i6uaing as an 

ancillary function necessary to match supply with erratic 

demand. Mow the concept of distribution warehousing as , 

an integral and more dynamic part of the firm's phyaical 

dlatribution program has developed, and with it the 

following definition of the distribution warehouae: 

•'A distribution warehouse is a specialised 
fixed facility included in the design of a 
physical distribution system to accomplish 
a specific objective. That objective is to 
provide the desired level of sue tQMc_ order 
delivery- at the^lcwest total cost.***. 

I ^ 

* 

C. The Role of Warehousing in Phy aical Distribution 

Marke*- g competition bet^^een firms has intensified iji 
recent years, and inventory carrying costs have splraled. 
The physical distribution process, which is intimately 

/ 

associated with both the marketing process and the disposal 

/ ■ ^/ — 

of product inventories, .consumes a large proportion of the 
sales dollar for the average manufacturing firm. 

Physical distribution adds time and place utility to 
product Inventories as it. guides then through the channel of 
exchange from factory to consumer. The firm*a goal in diatri* 
'butlon 18 to maxlniae Its profit! by providing a competitive 



y ^Oona d J. Bowersox, «t. al-, Phvs leal „ Dis tribution l^naaement. (New York: 
- 'The Macmli Ian Company, 1968),jp. 246. • 
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,level of cuttoner service, while at the teoe time keeping costs 

«t « minimum. A att^er of functions ere performed In the pro- 

♦ 

ceSs of moving products through the channel. The pirlnclpal 

' ■ i • ^ 
functions are : ' 

!• Ad 1u8tmetit 

Adjustment Is the creation of An assortment of goods. 
At some point goods must be concentrated, sorted, and 

, then dispersed. ' 

2. Ttagsfer 

This fuactlort Involves movement between material 

/ - 

sources, production sites K and markets. . f _ 

♦ ■ ' * 

3.. Storage 

Storage often occurs in the exchange channel In 
anticipation of future transactions. 

* 4. Handling 

Each handling has a separate and unique cosf.. The 
object is, therefore, to reduc^ hsndl to s mini'tauia, 

« 

'5. Comcmnicatipnj i • 

This is. a two-way function in the exchange channel, 
pp. i»7-51. j-U'i ' ■ ■ 



One direction rtUya the need for exchange action, the 
..other monitors the progresa toward desired end reaulta, 

Warehotiaing J . cloaely aaaociated with three of the baa ic 
channel functiona: adjuatoent, atorage and handling. 



D. Cl&saification of Wnrehouae Facilities 



Warehouae facilitiea may be claaslfied by function, by 
ownership, and by type of structure. This clasaification is 
not restricted to distribution warehouaing, but covers all 
principal types of warehousing. 

I . Functional Claasificatlon 
a. Storage 

The use storage warehouses are all clq^acly 
related to problems of .demand and aupply coordination. 
The baalc functiona performed by a storage warehouae 

Are : 

(1) LeveUna out 

Allows the leveling out of production 
lactlvitles for product^ with seaaonal aupply and 
demand patterna. 
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(2) co.ditl.ntn. BEST COPY AVAllABLE 

Thi8 -fuu.cttoR lnvolv«t tuturing, rlpentng, ' ~" 
aging » or other iutur«l proceiislng. 

" (3) Stockpiling « 

Stockpiling of strategic nwterlala, e.g., 
building up of inventoriea in anticipation of a 
strike. 

b. Materia U handling 

The primary function of « oiatariaU^haadLlng 
warehouse la to ''assemble^ aix» and tegnent goods -^.n 
transit/*^ A strict materials-handling uarehouse con- 
centrates Almost entirelv on the movement of goods in 
and out and involves only a minimum of storage. 
Materials-handling facilities can be sub*- categorized 
as assembly warehouses and distribution warehouses • 

(1) Aasembly warehouse 

An asseis^ly warehouse is involved In the 
supply proce ss > suc h as the gathering of large 
; quantities of agricultural goods from a wide 

region en route to a processing plant* 



J.L. Heskett, et* al». Business Louis tica-^Manaaertrent of Physical Sup- 
ply and Dlstrlbution a (Nr^ York: Ronald fress* 1964)t p. VB. • 
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(2) Dlatrtbutlon wrehome 



A distribution wAirehoute U narket oriented. 
Its bMic function is to olx Md transship 
carload and truckload shipments moving from^a 

large number. of producing points to an even 

- 5 

larger number of eustooer locations. 

c. Field warehouse 

Field w&rehousing is used as a means of financing 
product inventories. Ihls is accomplished through the 
issuance of warehouse receipts which are used as col- 
lateral for loans. When field warehousing is used, 
the owner of the goods stores materials or finished 
goods In his own plant or warehouse. Control of the 
storage space is trans ferred\ to a field warehousing 
firm which^ takes ^legal possession of the goods and 
issues warehouse receipts for them. The field ware- 
house need not be located on^he manufacturer's 
premises. It is often located on the property of a 
L customer of th£ manufacturer. An example is a supply 



of cans located at a cannery In anticipation of the 
canning season.* This practice allows the manufacturer 
to finance t^e production of more cans, while the 
cannery has a ready supply.^ 



g Alexander, et. al.. Industrial Marketing (Howewood, Illinois: 
" O Richard D. Irwin, Inc., 1961), p. 546. 
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d. Coiablnation wr •homing 

BEST COPY AVAILABLE 
-While teparftta faeilltlet exitc to per forn each 

Of the three functiona Xlaced above, inoac fc^reliouaea 
are designed to accompliah a combination of theae 
functions. Moat public varehouaea provide all threes- 
while the typical private diatributlon varehouae com- 

\' , ' ■ • • 

, . bines materials-handling with storage. 

• 

Ownership Classification " 
a« Public warehouses 

In a -sense the public warehouae ia the "coonon 
carrier" of the warehouse industry. Public ware- 
houses offer space and a wide range of distribution 
and storage services. Charge* at public viarehouse's 
are bas.d on apace u^ed and aervicea provided. 

Leased irarehouses . 

. ^ A firm vhlch desires control ovor Its imrehouse 

facilities, but vhlch does not vlsh to cotaalt the ^ 
necessary capital for purchaae or building, nay lease 
warehouse facilities. In rscent years real estate^ 
developers have built distribution warehouses for 
firms to Usse for periods a^ short aa five years. 
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PrivAta wArehouiet 



The' firm owns its own varohou«a £acllitlM. 



3. Physical CUailficatlen , 

a. Enclosed buildings 

Host aatarlals-handling warehousing is conducted \ 
f in enclosed buildings » aa is sane storage warehousing. 
\ '*Materlals-handllng warehousing is characterized by 
lateral novenent, uaing a one-story etructure and 
high-speed mate rials -hand ling techniques. Storage 
warehouses nay be raultl-story facilitiea, requiring 
leas flexible and less rapid nathoda of handling 
laaterlals.*'^ 

I. 

b. Covered sheds 



Partial enclosures j^re used primarily for storage 
warehousing » although their use is not restricted to 
this function, / 



c. Open storage piles 



Jhls tsethod of warehousing is used for storage 
of high bulk, low value cosnoditios, such as ores and 

coal. - 



'j.L. Heskett,. o£. cit . . pp. 380-381. 
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E. Purpose and Neceitity for Digtribucion' Wfhouttnft ' BEST COPy AVAILABLE 

the dlstrlbuclon war$bou8e serves, as i vital link In^ the 

cotal dlst^.ibution^^vatea* The goal is to (»rovj^e a com- 

- petittve level of customer servlcei, thereby reaping mfTrtmmn 

revenue at the loveat total coat (l.e^, profit aaxli&laatlon)^ 

In tbei|: efforts to reduce overall cost* of production, iiiveA* 

♦ ' 

cory carrying, and distribution, nany firms have developed 
greatly improved sales forecasting techniques and production- v 
planning methods. These advances have eliminated much of the 

nee«^'.£5r storage>or lanced warehousing of product inventories, 

• '•' ^ ■ . ■ ■ ' . '■. , • 

° However, ^he xteed f or .warehouse facilities, primarily to serve 

th-e distribution process, has continued. Although some storage ' 

1^ Still perfoiTiked Ic^ tooat distribution varehouses, the prl* 

mary emphasis 1^ on the flow process. 



F, FurtCclo ns of Dlatxlbution Warehouain^ 

^ VltMin the^cneral* friaevork of the entire physical 

distribution system, basic function of distribution 
^warehousing is to aasist In maximiaing the fina'a sales 
' — " penetracion^over a geographical market area by givin^i the 

firm an economical method of p^dvldlng ita euatocMrs vl^ a 

rapid and cousiscent system oi inventory replenishment Xhis 

/ 

v^^- overall function can be broken down into several sub«i:iuu:tioiva« 

, ' J\ 

^ *• To Cgmpj ieta Product Line Adjustmer it 



X' 
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'The dlstributttm warehouse exists to complete the , 
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^^\\J^^ proplfc8.§ of product I iTttis tul in the exchange channel. 
-^^ ^^ • • It la. the physical pl^ce Ir th*3 a-ccharigs procaat vhare 

products are coaceatratad,. sorted, and dlapersad the • 
next level. 

2^ To Sffecc Savings lA Total Tranaportation 'Coats 

• * » 

An Important motive f^r the establishment of Invan* 
tory in a given location Is to take advantage o£ volume 
-transportation rates from the polnt(s) of production to 

that location. The lr>cat'ion of the warehouse relative to 

oroduccica ;.>oiacs and T.nrket areas jLs important In detet** 

*!i..ihTng the nature oi the cransportatlon economies realised 

(and alsp the specific types of product line adjustment 

services orfeied). When a warehouse Is located In a 

tfuii'k^jt* Aiea , goods are shipped co it from production 

♦ 

;j >int5 (or other dlatrib^tion points) in carload or 

;-:.ckIoad lots wiu'ch fiTe Chen broken dovm Into customer 
yi j-r qu^aclties for local delivery. The transportation 
A^>hc>Trtis^* ix\ tr^s^oaae result frojr.*che application of 
^^oitcne (carload) rates for the longest portion of the 
haal. A warehouse located between producing points la 

4 r 

f T'^: -- I I i I'ed 38 an x n-t: r.i--.^ 1 1 n^lxing point,^ Carloads 

; oad;i? o L oHc f>ruUuCu atiive fcoci produciHg points 
. ind ire r^vi^roursd into different aasortments and forwarded 
-r '. ■.:n?*:r s . VoluswB rat.ea aiiolv on boch inbound and 
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' ' ■ t 

outbound •hlptaenti, with the lower t&taa applying on a * 

major portion of the haifl. 
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3. To Provide Improved Customer Service 



The customer service sdvantages^of warehousing are 
usually more important than any Bavlngs 'realized In 
trdnsportacion costs.. Transportation economies seldom 

ar$ able to balance out the additional costs 'of adding 

9 

- a given warehouse. The use of distribution warehousing 
to place prod^t invantor' '« in the market area assures 
custoiuerii cf reasonably 'fast and reliable delivery ser- 
vice. '<''^vs EjKrvice is v-aiaable to customers Insofar as 
it relieved cnera ttom t: c burden of carrying ' larger 
invtiucorlcs as a cuBhion against delays In order deliveries. 
' - . i.L ciic^o - ^-cr '/.u." — . ^- s servtce reputation and pro* 

^ LCictii it against' po^iitblr icst^sales due to uncertain 

dttlxvery scnfedaias. In h almilar manner, strategically 

* * * • 

located mteraicciatfc diyttz : bv.r. ion wai.«JiOUfie8 ^ which 

;onriDirie pruuact.^ incu ^.^iiu^^o iols oi custom assortments 
t v/x **wai Ut-.u Co I. ufi Cv^Oitrra <il iowei: volume rates,' provide a 
valuable and economical customer service. 

/V-^^'^.'LlA? ^ a 8 g t ^ ^ X od uc c Storage 

» 

U thf prt.ffiijrv ecipnasie In a distribution ware- 



Roy J. Sanjpgon -ri MnrUn :. ?3rf:6. Du^Atic Xxanaportatlon . (Bostort: 
Houghton Miff IJ.* 'I-rrcpa- . . 10 7^ ' . .c>. aTT 
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houae 'la on product flov rather than on itorige^ Huiny , 

distribution warehoutea t>rovidQ all of tha functions of a 

♦ 

traditional storage warehouae. Tha storage function per-^ 
fomiad by distribution warehousea may be temporary a tor- « 
, age or permanent ator&ge» Temporary storage la that ^ 
provided for basic short-t&m Inventory replehlahinent. 
Permanent storage refers t6 all'ttnrage j^r and above 
temporary storage. Very little storage of a permanent 
nature la per formed in a distribution warehou3e« 

• Ser^^ices of Dlatrtbutlon Warehoualng 3 

The major ^ptir^iClng *?ervlces supplied by a typical 
distribution varehouae are described below. 

Specific- Product 4d>j.u8 tment Services 

This" la the general process of providing en assortment 
Dt g^Dods for the benefit of a fij^m's customers. It Is 
'^newcssary co dlsclngulsn between the adjustment services 

♦ 

performed by a prlvare (or leased) distribution warehouse 
and those offered by a public warehouse. 

t 

t. 

a. Pr 1 vate var-e houae 

(I) Concentration 

This reisers to the accumulation^ of large 
lots of one or more goods* theae large lota 



« ara scored as they arrive, pandlng racalpt of 

* 

cuacoater ordara. 

(2) Sortlni, . ' .; BEST COPY AVAIUBU 

I 

^ Sorting la the procaas o£ preparing a cua* 

torn assortment of goods to fill cuatoner orders, 

(3) Dlspersenfent ^ 

This is a directive process which 'consiata 
of pla£in4( the caittom assortments in .the right 
' plajce ac: tire proper tiiae* Included are such 

^ sravlctjs r«8 tiftrsnsic mixing and dtepersement 

ioz iocai dcli.vr.ry discussed above^^^ 

b , Public € h Qua fe 

The public war>ehoiii»e is capable of offering all 
ot the services iiated above. However, for most* 
oublic facillLlea, eraphaais is placed on their ability 
to assist (do only certain parts of) in the develop* c 
menc of product assortcnenCa. Accordingly » distribution 
public varehouaes perform four specialized services 
-:onnec.ted with the product adjustment f miction:. 

(1) Stock^spotting t 

I 

a 

Manufacturers often use the s toe k« spotting 



— , • service o£ public warehouses to send, a ^substantial 

— . . - 



I 



J* Bowersox, cyo. c Lt . , p. 43 
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quanticy (such a c6rlo«4) o£ one product or 
a mixtum^of pro<iucet to the W«rtthouie to havt 
•toek avalUble in «nticlp«tlon of custooor 



orders In that area. 

. • » ^ 

(2) Complete line anortment 

Here the public varehouae {wr forme the full 
above- Hated range of aervlcea for private ware- 
, houses. Products are stored in anticipation of 
demand and grouped Into customised assortments.^^ 

p. 

(3) ' Brenk-bulk 

This service by a public warehouse Involves 
the manufacturer sending relatively large quant 1- 
^ ties to the warehouse with accompanying Instruc-* 
tlons at to its disposition among varloua customers 
In^the area, with the warehouse making deliveries 
accordingly. 

. ^ ■ . . 

(^) In ytranslt mixing 

This service is similar to that described in 
G.la (2) and (3) and G. lb (2) above, except that 
no storage need be involved* 

(5) Pool car aervtcfe , 



41 



Ibid. , p. 266, 



Here the public varebouie offers a function 
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^•liniUr to that of the frtlght fomrder, Ship- 

' ' \' . " ■ • 

events from djLfferent ouinufactureri are conaoll- ' 

dated, loaded into "pool cart/' and foryarded 

to customers at volume transportation rates. 

. . ' • BftT COPY mmii 

Z. Storase- Services . \ ^ ^ 

The essence of storage service Is providing spac^^ 

However^ provision in the warehouse of the proper physical 

^environment required to retain (or increase) the value of 

* « 
the product during the period it is kept in storage is 

r-.s ^^v-erv :Trnr".int. Depending on the. product, it may 

.Twan Keeping the surround iiig air within a certain temp- 

eraturfe range, keeping tiie relative humidity of the > 

ii-.rrou:iiin>^, ar.TSv^snhere wtthin a certain range^ perhaps 

providing an especially securt; place tor high value 

procjj^is/ or a separate, cecated area for storage of 

cangerou^ coOT3CciitieL8 such as explosives, chemicals^ 



3» Finaocial Services 



# 



!r; 'ddttton to the iflsusnce of warehouse receipts^ 

c 

public w^r'»housciaent , being experts in their field' 

* 

and aware of local market: conditions may provide' a firm 
virj; advice relative ta sj^urces and other aspect! 
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4,. HUcelUneottB Servicag 

/ ■ n 

In addition to the ba&ic varahoute aervicaa diacuaaad 

,.^V above, public warehouaea offer a wide variety of miaceU 

. V* . " ' 
- ■**s* * 

s^"*' laneoua, but uae'ful aervicea, Examplea are automatic 

reordering ayatema and expert advice on local market 

conditiona. , . ' ^ 

* * . • . 

• • • . » 
H, glatributlon Warehouae Operatione 

Operationa in diatribution warehouaea are mainly break- 
bulk ^nd r6grouj)ing procedurea. While there la often aome 

m 

liu«rmediate atocage involved, "e cooDon and deaireble prac- 
tice is. to have producta arrive and depart from the warehouae 
during the aame working day."^^ Thia practice la conaiatent 
with the overall phyaical diatribution obj^twtlve of profit.' 
laaklmization by providing good cudtomer service -at the lowea): 
cont, Xhta requires efficient materials handling procedures^ 



U Materials Hand Xing ^EquipTnfent 



£f ficiency in distribution warehouse operat;ions dependi 
on tnachines and equipnent which expedite, ooveaente 

a, Individuar powered vehicles ^ 

Included in this category are fork-lift trucks 
which can lift loada 70 feet and higher^ and which are 



Ibid .; p. 255. 
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available In nany design* ^Ij^ ap«MAi ultuations ; 

" cowing traccors, which cai> pull a number* o£ trailers 

^ and which axe^suiced for moving large volume* o£, » 

. «gopd8« FlKdd path cranes for very heavy loads and 
• * 

porrcable cranes for icema -not suitable for fork- 
lifting are also included. Various pieces of hand, 
.powered equipment (hand cranks, hai^ pushed vehicles 
. and conveyors), useful in light-weigh^ moving situ- 
atlons where' space is restricted are also found in 
this category. 
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•■•b. Con Vv^ yprg 

Gravity And 'hand«povered conveyors utilise 
roViec?.- or whoels. ..They ^re -..nexpenslve and highly 
>r.<r^ble installation;i, 71:e use of gravity conveyors ' ' 

♦ V • 

U c iiifi limited by the. required end^-helght difference^ 

uiiuaP V i /4 to 1/4 inches p^r foot of running length*. 

^^^^^^ * 
^^^^^ ♦ 

' . ^ ^ T'^^t^red coriveyora include belts, live- 

55 floor i:ii)uni:ovi drag-lines, and ceiling mounted • 
^ trolley conveyors. Drag lines and trolley conveyors 
have wtitachments whlc.h allow individual carts to be 

» ' w-'j and nu>ved^ 

s • 

g:': HiJ? Insjltid^a a nomher ot, dUtcrent containers 

. ' i-if '. r />rit t.^t'^ a'H^. !!^ndi;n;j ai« well as platforms 



and enclosurai used £or tha accumulation of coamodlclaa 
into unlta for easy, storaga/ order telection, and 

* • 

movement. Besides contalnere, chle group Ineludet 

ft 

pallets) blna, drawers; and tying devices or nets, 
d.- Storage aids ' ^ . 

** . ' 

Pallet racks are metal or wooden frameworks i^lch 
facilitate the stacking of palletised materials* 
Removal o£ palletised loads from the lower portions 
of stacks is possible without disturbing the whole ^ 
stack. Dunnage censls.ts o^ objects «used to brace, 
steady, or othervise protect freight being stored or 

% 

moved. ^ « 
The Warehouse Layout 

♦ 

The layout of a given distribution warehouse depends 
OR various £actors-•^aaong these are the materials handling 
system used /thr^utbound and ^ouad transportation modes, 
^characteristics of the products handled, Che vol.uiae of 
products hatid led ^ and many more. 

Operating Activities 

I 

Th£i main operatlDnal activities carried on in the , 

typical distribution warehouse are:*"* ^ 
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a. Receiving BEST COPY AVAIIME. 

♦ *■ 

. Merchandise uaually'arlvea carload an^ truck 
* 

load quantities, and ia often uiiloaded manually. 
>mere possible, pallets are used to unitize loada. 
Generally, one or two men are involved in the 
unloading process. 

Transfer 

Two and 3(-retl!tte8 three product transfer movements 
• are rejiuired for a given load bf. merchandise received 
*:t a warehouse. Firat, the merchandise is moved via 
r ^rk-Uic or o^her deyice from the transportation 
veiiicie into the warehouse. If this first move is 
made to a sjtora,:;© lo<,-ation or holding are'a, a second 
,nove Chen will be a transfer to the selection area. 
The final internal transfer movemeht is that from 
selection area »t:o the loading- dock. ' The intermediate 
transfer l3 often made ^ith cow trucks a;id trailers 
or fork-lift trucka.^^The final transfer' to the 

« 

loading dock i% usually made via selection cart*, 
although a number of other materials handling method* 



♦r.ave been deviaed '.o a^-c^uiolisK this.' 



Or ^ak selection 



Thiii is tne key operating activity in a distri- 
buclon varehouac:. . At^ptoxiiaately. two- thirds' of ware- 
3-179 i t ' 



hoitfe floo* p«rtonntr are Involved, on thft average, 
^ in^some phase of order selection, Xha object la to . 

regroup merchandlae Into cuacomlsed aaaortsenta (or 
order quantltiea of one product) according to aalea 
ordera received. ' The aelectlon activity Is coordinated 
with the billing pcoceas, and automatic data procesaing 
aystema are usually used to facilitate billing. 



d, Shipplni^ 



^ ^ This ^tlvlty conelata of loading the car or * 
truck for outbound movement. A thorough checking 
^ operation is also Involved ynen ownership of th^ 
raerchandlse ts changtng hands. • "* 

• : ■■ • . 

. Operating Procedures 

Each distribution vacehouae uaually haa Ita own set 

♦ 

of standard operating procedures which cover each phase 

of materials handling operations, and sucti other actlvitiea 

as billing, reordering,. Inventory verification, etc. In 

regard to storage,, however. It ia.nec«st«ry (hat adequate 

' ' ' * \ ' i 

effort be ex|»ended liT devising an efficient system of ^ 

apace Identification, ajjiignment, and utiUtatioa, and ' * 

. *• 

Qoveiaent pattern! and routines. 

i ♦ 

W arehouilng Coata * 

Warehousing costs ars generally quite high, consisting 
• . 3-180" 



of a large proportion of flx^^-* conta iuch aa amortlzaelon 

oi bulldirvga and sltea^ il.Vi^^lnlt:^KtJ in matarlals handling 

■* ■ I • • 

and office equipment ^ and administrative^ (oalncenance and 

ft 

Insurance expenses. A subscanMnl amount of variable 
co8ts*-*pf Imarily labor expenses and ^ supplies are. also 
present. Whan a firm operates Its own warehouse., most of 
ics costs are fixed In'uature. When it uses public ware- 

house faciiities, its warehousing costs are almost *entl rely 
variable, depex^ding upoa the aiooont o£> space used and the 

sS^rvices raquir-^d^ . "■ T 

Vievir.^ the :u:b;e(*t '>f v/irehousing .costs from the 

..vu^ spec c*.ve or. LJir^. firm's er.t^xe physical distribution 

progiajT., tne iuportant coa&iderat i.on is not the amount 

anJ nat\;re of the explicit copts, per se ^ Rather, it is* 

.- ; c':L..:.n - ' ::.e canity costfi," How much dojes 

warehouslii^ .syrileii; L'.mii r . IniLe Lu che ggal of profit 

'm^'..;'jtiznzLori'! ' Would an aicernative system do a better 

■ - . rtx:-^' il^ f\tr D^viion v/i;. r*i'cu.ncs are usually established 

♦ 

v;c;. c4r»'^o'r^^*r se^^vic^ upperpgst In xaina, any proposal to 

el:ii:inHue a warehouse jsiiouU include an 'alternative method 

ft 

or Garnishing the services required. Otherwise, the firm 
* • • * . 

! r^'/ {i}r tf;e c^wiBequ^nces of ;)rovidi;ng a reduced lev-*l 

r servict^, :! 5l:,crnat;v^ to brancti warehousing 

♦ 

ffie aubfltitutlon of ar^^mtum t:ran8tiorta,tlon slatvice— , 



'. Role»ot' Warehoaslns l<i Total Ph vslgal, Dt»trlbut lon. Effort 

,1.^ Cost Vers.ud' Cuatomer. Service v ? . • 

' r 

^,^^>r^ ^ Th6 first step in planning a physical dlatrlbution 
^^v^ strategy is to decide what level* of customer service the , 

find wants to provide. The basic dllemDa Is thac a high 
level c£ customer service is usually expensive^ whlll^ 

^ vV lower levels nmy result In reduced sales/ Sofoewhere 

becwee«L the cost-based and A<3rvlce*J>ate<l approaches Is 

a potht ijh^rr^j wf»en rhe praper balance is struck, profits 



are nM^uTlinizecL Finding chii? point 'l^ the objective of a 

■ \. - ■ 

^ L:?i.-:ji^a coc^c and pro!:vt analysis. 

2. Xn e Chan nel ot Uiatribution 

V- c>::cain an answer lo^ the questions of how much 
« • ■ - 

wi3r'?no»j3ing-^a firm should perform, and 'how much can be 
•^asfjt-:- n;i Hu-its u iiut3!i; rs , • i iT. is useful to consider 
c\S^\t\i'*,\p. of distribution. Generally, eacn individual 
industry r.aa (\ niorc lees traditional pattern of pro- 
duct .Uatribution. Although many variations often exist 
b-ecwo^^n rirrD5 in the sane or similar industries, two 
t ; . . -..K. v.^/». !-.irji^, ." i l a L , Iti chc Industrlsl 

- ■; < 

;-. ■ . '^2',::^, r^vA'xXhLZj uirecL uiitr tuutiou f^rom manufacturer to 

: • . * . ^ \ 

coTihi^^tier 4^ not uuu^util. Secostd, in the mass^^produced 

corfl'i»H2r poods Indus: les ihe most typical distribution 

ciian*»fc*'l yc;\ict.jre is^ ; on; iflartulac turer* to ^olesalpr to 
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The b3»t channel structure for a firm to uae in 
distribution is baaad on sevctal conaideraHons^ aoong 
which are the characteristics of the product buying 
habits of consumers^ and the firm's overall, marketing 
atrategy. Certain channel structures may give the mcnu- 

i oi 
/ 



facLurer y opportunity to shift more of th« '^urden-of 



the warehousing function to channel ititenoBdiaries. 
Tradi^n may also be important., For instance, if a manu- 
facturer in a given industry where the wholeci&le d.istri* 
butora do not cuacomarily carry large product inventbrles 
attempts .?;o-Lshift burden of warehousing to vh'oleaale 
customers, stiff resistance is likely to be encountered. 

The trend In wateiiOasing has been for the taanufacturer 

A- 

' • \ ' . * 

to assume more and more of the burden. Thete--are few 

instances where the manufacturer does no warehousing 
^ Finns at the wholtii^<-! 1p and retail level have ^een caught 

m cin , especially painful cost and prof it. squeeze, and 

hiive become arutely invenfory- r.en^iitlve^ More and more, ♦ 
• ri ;Tr.(> at tua tiitermed i a te and iinal dls&i^bution levels 

ace ruaisring presdv^rti tu Cjniry what manufacturers con- 

sider adequate product Inventories,' 



Once H i\rm haa cecemihed that it will "perform part 
or all of. the warehousing: functl^^n, it must consider what 
ty^ 01 Investment r.o make in warehouse facilities, i.e., 



rfciiL , ledStJ , or buy, 
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R^nt apace In public facllltlea 



Public facilicietf are widely avallabla and offar 
a full range of dlacribution and atorage aervicea* 
^he foremost single advantage of. uaing public faclll- 
- 'tiies for warehousing Is their flexlblllcy. Mc Ihvesc- 
aent In facilities is required, and adjustments can 
be made to changes in dlsti^ibutlon pattern! (which 
might render an Investment In private facilities 
obsolete) quickly and Inexpensively.^^ Public' ware- 
house .facilities are available when needed, and there 

la no contract requiring uae of a ainimum amount of 

\ 

space over A given period of titue. Thua, there la 

no vaated overhead during. alacK aeaaona, and there la 

room for expansion during peak periods ♦ Other 

« 

advantages are that no additional management la 
needed; the cost per unit of merchandise handled la 
lower when the voluiae of operations is low or widely 
fluctuating; and warehouse coata are known factora. 
-whici^ facilitate cose planning. 

The auiin disadvantage of uaing public warehouse 
_;facilities la that the coat is likely to be higher. In 
sLCiiations where sales volume is sufficient to support 
a full-scale private warehouse. This Is partially 
because a public warehous«»nan cannot count on maxIniUDk 



^^'*The Place oi the hioitc Warehouse in the Physical Distribution Pic^ture;" 
Diatributiou Age , Aprl,;, 1966, p. AO. 
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V BEST COPY AVAIU^LE 

space uCillcatlon, and parcially because a private 
warehougie la designed dpecitlc^lly for one firm and 
lea particular product and distribution requirements^ 



V 



b. Lease or buy private facilities ^ 

Since private warehouse facilities nay be either 

owned or ledsed, the decision which fits best is 

.V 

essentlilLy one of financial planning, assuming 

• • ^ 

suitable facilities for lease are available* The 

advantages and disadvantages of this option are 
approximately the converae of those associated with 

Che renting of space in a public warehouse; 



c. Use a comblnation>of ^public and private facilities 

Many firms use a cooibtnacion pX public and pri- 
vate facilities in their distribution warehousing 
programs. A private facility is used to cover the 
firm's basic requirements (when volume warrants) that 

» 

are more or leas constant during the year, and public 
warehouses are used to handle p^ak requirements when 
and^^ere volume is insufficient to support a prlv4t^ 

operation, , . 



Warehouse Location Arternattves 

The q'jefitlon of whether the flntn iltould operate one 
or more than one distribution warehoutiis In its physical 



distribution program hing(«s on the relationship between 
coat and aervlce* Geaerall^ the' larger the mmbar of 
locations the larger the product Inventory required, aiid 
the liigher the coats of dlatrlbutircn. Within the general 
framework of cost versua aervlce conalderatlona^ certain 
other factors may help the firm to. determine which loca- 
t ion' strategy is most' apgropr late. 

a.' 'Non-differentiated products case 

- 

When this condition ^exists, there is little cus- 
tomer loyalty to Individual producing firms. Costs of 
production ^nd distribution determine wKlch firms can 
dell in a given market area. Often^ larger and more 
efficient firms are able» through the economies of 
distribution warehousing, to compete in relatively 
diatant markets. In which smaller and leis efficient' 
firms are locatteH. 

Differentiated products case 

In the course of -expanding a f inn*a marketing area 
a policy of opening distribution Varahouse facilities 
can be very advantageous. The use of such a strategy 
may give the firm the benefits of transport economies, 
' in addition to service economies such as faster inven- 
tory replenishment and lower customer inventories. 
Thla c^n be an important competitive* advantage. 



0 

• 
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A £lri^ ^Ich maket products to fpeclfications . 

■ c • ■ . ■ 

often has little need for stpck-carrylng branch 
diatributlon warehouses. Similarly, a firm Which 
exercises a degree of monopoly control within its . 
industry may be Jbetter able to 'shift. the burden of 
providing warehousing and other expensive distribution 
functions » and thus avoid the necessity of opening 
branch warehouse f^sM^ilities. * 

Other product considerations . * 

... gm . * 

t 

. . • 

There are other, more specific, product character- 

l3tlcs'%fhich. play an Important .part In determining' 

* 

whether or ndt^ manufacturer will find it desirable 

to establish its own local, warehouse facilities to 

Improve his competitive situation in distant marketing 

areas. For example, products which deteriorate over 

time, which become obsolete rather rapid jly, or which ' 

have a highly unstable demand often are considered 

'\high risk'* products to inventory* Retailers and . , 

wholesalers are g^erally disinclined to carry large 

stocks o£ such products, Thus^ If a producer wants 

• * 

to sell his product in a particular market, be may 
have Co assume the largest^share of the burden of 

X 

\ 

warehousing his own local Inventory stock. , 
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This refers to consid^rstlpn o£ the poll€lei»>p£ > 
* a firm's competitors. , In oeny esses such* policies 
may force a producer tp-^ollow « higher coat dletri« ^ 
' . buclon program than ha vould follow on the baaia o£ 

- — ~: product conaiderationa alone^ ^ 

5, Location Strategy • ' 



4 



When a firm decides to employ^ multiple- locst Ion 
dlatrlbutXon va rehousing aystem^ It mutt decide hovmany 
branch varehouaes to eatabllah, vtter^ each warehouae 
ahould be located » and iihat^area' should be aerved by 

each/^ ' 

r 

4. Number of distribution ppints 

I the number of dlatribution polnta from which a 

product la distributed depends on the* geographical 
distxibution of the ptoduct, the acceptable time to 
deliver an order to the cuatomer, the percentage of the 
market to be reached /and the apeed of the tranapor* 
tat Ion mode uaed* As a^ general rule^aa the number 



At thur W« Napolit^y "Determining Optimum Dlatribution Polnta For 
/ Economical Warehousing) and Tranaportation/* (Reprinted In Marketing 
Lg^istics; Perspectives and Viewpoints , N.E» Marka and R»M» Taylor, 
editors (Niw York: John Wiley & Sons, Inc"; , 1967), p, 77). 



3-188 



BEST COPY AVAILABLE 
o£ varehoutes In « given dlftri'butlon system la 

♦ 

IncreHeed the Inventory turnover In e«ch decrcMet 
* And more total inventoSry, It required. ,Thui. after 

a certain point, there la^ decline in overall 
l||operatln^ efficiency. * 

'V ■ ■ ■ • ' 

Where should^ they be located ? ^ ^ * 

f • 

There are three basic distribution warehouse 

locattona atrateglea. 

\l) Mar ke t - pos 1 1 1 oned 

The basic function of Inventory replenish- 
meat to retail storet or local wholeaalers is 
served. Transportation economies baaed on 

9 4 

• t • ■ 

volume rates for the long haul coupled with the 
very short local hauls are afforded, 

(2) Product ion- positioned 

% 

Planta are located la strategic narket 
areas^ with carload lots shipped from each plant 
to collettiqn jcenters where customer assortments 
are prepared. 

* • • * . 

( 3 > Intertnedlate-posltiooed 

Location may be selected Intermediate to 
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\ ' production contttrt «nd oArktu. For various 

reasoni, firma may locaU product •pUfCtt at 
\ ^ CP^^ ♦ various points, and for purposes of narketln^ 

, ; control a firm nay want to engage In a con- 

vergent aiarketlng program for th^t.r entflre 
product line*' . ♦ * ^ 

■ • . 

» 

* c. How nnJch are^ should each serve ?* ^ 

• * - s» ■ >. 

* " A decision as to the optimum area which each- 

• * . ' - 

' warehousa fac-tlity should serve ,l8 based on the 

required speed of customer inventory ceplenishm^nt, 

the size of average orders » and the coat per unit 

(e.g., ton) of local delivery. Warehouse operating 
» » 

costs per 'dollar of goods distributed increase as the 
area served Increases, and decrease (until the design 
cap^c^ty is reached) with increased volume, this 

relationship can be expressed In simplified mathe* 

* * ■ 

^ 'matlcal form as follows: '-^ f 



. ■ 1 

16 * 

^ D*J. Bowersoxg op*, cit . > p. 249. 

■ . ■ i ■ » 

^ ^ ^^Edward H. Bowman and John B. Stewart, "A Model for a Scale of Opera- 

'i t ions." Journal ci Marketing . January, 1956, p. 24A. 
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C - A +-^ + cK'-^ C ^ cost per dollar value 

goods dlstriWced 
V ■ volume^ hand Icfd per unit 
time 



\ 



A " area served by the ware* 
^ house faeility 
a variable cbsts (labor 
. F * mainly) 

, ' . b « f ixi^ coffts per unit time 

' . • c.« costs. of distribution 

locally (gas, truck ekpenses, 
' ' driver hours^ repa^irs, etc.) 

♦ 

This discussion o£ tha^i^cation choice problem 

for discribucion warehouses ha^ been greatly simplip^^ 

/ • • i, 

# tied! A great deal ot effort has gone into thin 

♦ 

subject by r^ahy persona, and linear programming 

m&thods and various mathematical models have been 

» . • ' • ' 

desiijned specifically to assist firms in finding 
solutions to war^)use«dlQf atipn problems^ 

Bgnef ic iaries of Djstrlhurion Warehousing x 

* * * * • 

U The Retai ler ' 

The retailer wants merchandise available when needed 
and does not want to mairtain large inventories, T\}e 
crearion of stocks of merchandi'se at strategically located 
points offers the most practicai and economical means ot 
satisfying these demands^ 

# i ■* 

2, The Wholesaler 

Wholesalers as a group have bet^ome increasingly 

* . % 

to 

■ reluctant to asa^jne the burden oL carrying large inventories, 
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Dlatrtbutlon warahout log /that faclUtatea the ahlpoent o£ 
cuatom aaaortoMifita to wnoUaalera and diatrlbutor« at 

- I. ' i 

t • ♦ • 

volume mes^ or that asturas the vholeaeler of a readily 

ayall|M>la aupply of producta without requlr^lng him to 
carry the Inventory burden, la obvloualy of great valu^ 
to thla group, * ' 

The Produc er » ^ 

t 

The burden of providing the yarehouaing functloii haa 
been steadily shifted b^ck to th^ manufacturer. This 
wgroup, therefore, benefits from. « well-planned and 
efficient B^jsMtem of distribution warehousing. Such a 
system Improves a firm* a competitive poaition by providing 
increased customer service, and also permita it to gain 
important total cost economies. 



V 
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CONTAINERiZATION . nri;T CHP^ ^^W" "-^^^ 

A. Igtroductton „ . 

• In everyday usAge, the term "container" «ferf to any- ' 
. thing from a sho^box to a piano crate; however, In trani- . 
pprtatlon, the word hat acquired a apaclflc eieanlng.. 



1. < Contalnerlaatlon Defined ' , 

Webster defines container at "a box, carton, crate, 
' etc. u6ed for holding goods." The verb containerize, ' 
therefore, mea'na tfie act of placing gooda Ch a container, 
an activity which la not new. The element of - container- 

^ - 

izlog which la new, however. Ilea In the use of a "box" 
wUh the following' characteristics : of a permanent char- 
. acter und accordingly atrong enough to be suitable for 
repeated use ; specially designed to . facilitate the car- 
riage of goods, by one or more modea of tranaport . with- , 
out intermediate ^^e loading; fitted with davlcea permitting 

its ready handling, particularly Ita tranafer from one mode' 

' " / ' 

of tranaportation to another ; s'o (faslgnad aa to bi eaay to 
fill and» empty : and having at^ internal volume of on*e cubic ' 
meter or more. • . > 

Another definition, which also embodies the idea of 
efficiency, IS; the placing of shipments In various forms 
of boxes, containers and' the like, for the eaae of handling 
between origin and final destination, 
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St-^Il anocher definition puts smpiMf^i on thd con- 
tainer aa a "cosotnotf denoolnacor" li:i ttanyortetloa. It. 
must be interchangeable j much as th^ uniform coupling 

w ^ 

pin and standard gauge of rai*l crack for all U.S. raitv 
road cars^ ' ^ 

Although definitions vary ^ contalnerizatlon today 
CQnnocea the idea of placing goods, in a ralafciTVely large 
*n:»ox" which^ haa tranaportacion chara£tetlatiC8 cofonon Co 
all modes o£ trauaporcaClon CexcepC pipelines), and vhieh^ 
tf^erdfgre^ all.ow8 the ^ooda Lo*move via any mode or saod^ 
wVc^ *a ^^inlniMm of ^c<ukI iiaVidling of the goods Chem^elves. 

Tyi^es of Coatadaers 



TJ noet coTsmon ccntninere .are eight feet by eight 

liiet by 10, 20, 30 or 40 feet; hbweverN^many variations 

I 

in ^orir\',npr dimensions currently exist, Concainers are 
v:eirten^<!l ly cons true tad . of aluAinuun or steel, alchough ply 

i Ibc'^fiI^3es , and a combinati|«^f* these and other 
ouix: 'rials may also- be *u2ed. Recent d^velopoencs have 
also produced coUapaible rubber "conCainers*" 



Some of the alne^s svai table, and aj^eneral 

'Jeecription ot each, ^re listed below. 
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(1) Clog^d top, dry c&r^o contrf^ntr BEST >DOPV AVA!( ABLE 

Thla la the true vaa or box type coatalaer^ 
rectangular In shape » Weight and cubic capa- 
cities range from 3^000 paunda and 300 cubic, 
feet to more than 60,000 pounds and 2,000 cubic 

« 

(2) Oplftn top^ dry cargo con|:atne.ra 

MiM^M^^^nMnMtaMM^n^^^^W^H— ^^^^^^^^^^^^^^^^ 

Tt»ese 'containers &x& used where It Is prac- ' 
tlcal to use ovarheind handling' cquipmenC to load 
a van. Open top containers are/ normally ^quipped 
with tarpaulins to protect their caif^o from the 



• - 



elemencs, 
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(3) Insulated or veutilaced containerii 

♦ 

These containers arie used to carry items 

such as food, drugs« .film, electronic .equiptaent, 

and other products requiring protection from 
0 

temperature extremes « This type of container 

# 

often saves nn internal packaging coats« 



(4) Controlled tempTerature^ and/or humidity containers 

These containers 3rQ equipped with tempera- 
' ture and humidity concrols and are designed for 

\ ■ 
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r Items thAC require low tempenmurei, such aa 
Ice crettB end meet, end for iteae requiring 

humidity control, eucli ae^frults, vegetables, 

■ « 

and drugs. 

(5) side loading or platform contelners 

Thede containers are ruggedly built to 
h&tidle heavy construction loateriels. Both the 
sides «nu 'che top are open, thus permitting^ 
^ esay loading frcro either side by forkllft or 

from the top by ovarbead crane« 

m 

(6) Tanker (bulk liquid) containers 

These containers are designed to carry most 
bulk liquids, they may be either insulat«d or 
heat controlled. Because of their often hezerdoue 
cargos, these containers n!ust coinply wtth Inter- 
state Coomercc Ccnnmission and U«S. Coast Guard 
regulations* ^ 

(7) Ca r-haul containe rg 

* » 

These containers ere usually capable of 

transporting from two to four eutomobilee. They 
provide considerable savings In cubic space and 
reduce, handling, damage, end pilferage; 
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b. Military contalne ra . ' * .„,r 

(1) CONEX (container expresa) 

These contalnart coma in tyo titiaa which 
can be intermixed for ah.^.pping, tiering or_ 
storing. The Type I container it one-half the 
size of the Typa II but has the eane weight 
capacity as the larger, each having a'capacity 
of 9^000 pounds^ < 



(2) MIL VAN 

7hiB is a completely Incermodal^rcontAlner 
ccndlatlng of Che contaLner of '*box/*-ft=^ coup lea ble 
chassla, and a moveable bogey« It measures 8* x 8* 

X 20\ and thus is cmnpatible with coovoercial con- 
tainms iwbLtr^ ISO Stah3ar3a« " r ' 



Container Cons truce ion 

The so*calIed container '^explosion'' has generated a 
a great deal of interest among those vho coiist:rQc^>«on^ 
tainers« With large potential demand, variiaui materlala 

are competing vigorously ;.^r use in, container construction* 
Materials which have become chief contenderi are aluoiiniaiy 
steel, fiberglass, and a fiberglasd^plyvood /'sandwich** 

i 

panel Iti an aluminum ir«ime^ Aluminum arid^ steel, however, 
have been the dominant materia ls« .... , 
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Aluminum has tha basic advAncage of bfiing a 
light-weight and rust-proof material. Although 
velght may not be a problem in rail and water trans- 
portation, it definitely is a factor in motor and air 
carxM^*^.. Therefore, if growth of containerlsatlon 
depends on intermodal movement, aluminum v^ll remain 
important because of its relative light weight. 

Another advantage ot aluminum Is ItL fabrication 
co^rifv. The metal co^a :n vide sheets which minimise 
joiv.iv\.fi» and ^utcin^. 

.Alusninusn/s tnhereat strength » however^ is lower 
^th^n that of steel ard other competing materials* It 
^,7 ; . V punctured / sub j^eci to electrolysis when 

" -T^^"/* ' "1"'.-^ 'sTi L waLerT"aad is dlfticult to repair 
viLsl'I.- li'Ktlled workers or spuciAl facilities. 

Atl^stael containers compete with Choae built of 

Ui>ergla«f« or a fiberglass-plywood combination where 
:/eJ.^;;i not a problem and :.;ixLTjar2 strength is desired« 
Steei provides good protection to cargo / ^and• up 
v/el i AjLTclc c abuse. 

c^.Mirlon to the extra weight of steel when 
compared" with aluaiinum, it also has other drawbacks. 
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Steel is lubject to corroa ion even when galvanized 

and finished with sine paint. The ateel container la 

also subject to electrolysis after it has-been dented 

or buckled because Indentationa trap water. ' The seamed 

walla of the steel container are also susceptlble^o 

leaks. Damaged containers require repair, by akilled 

workmen and apecial equipment. 

t 

c. Flberglass'plywood ^ 

A fiberglass-plywood combination is a material 
of increasing Importance in container construction. 
Plywood ^lon^ has not proved satisfactory because it 
lacks the ne<;es.8ary durability. Combining it with 
fiberglass has a 1 loved for a unique heavy-duty^panel 

which combines the p roper ties of atructural pl ywood . 

with thoae of strong glass-reinforced plsstlc. This 
allows the container to be durable, rigid. weathertight» 
and resistant to Impact, abrasion, and corrosion. On 
the basis of cost it compares favorably with other 
materials. 

Acceptance of Contalnerlzatlon 
U Shippers 

Although contsinerlsatlon has been widely discussed 
In leading business, journals and has been of concern to 
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•on* axportartt rtSMreh Indicates that a graat number of 
organlcatlona and conpanlta naithar know nor eare much 

♦ 

about contalnarlzation. Savaral axplanatloni may account 
for thla. ' . 

First is the fact that the average aMinufacturcr 
engaged in foreign trade la far removed from the actual 
butinesa of tranaportlng hla cargo through a port. He faay 
aell through a professional export house vhich deals vlth 
a freight forwarder who in turn deala with the varloua 
modes of transportation and warehousemen^ Second ^ there 
is a U^ck o£ concern and Inceresc on the part of corporate 
inanageiuent becau^ie of their view of the traffic world as 
a vadt, complex ^yatem of ratas, Lsrlfis. and regulations^ 



Container shipments Ijave been accepted by various. 
uvo<;aa with varying degrees of enthusiasm and success. 

a. Wate r c arriers ^ * * 

» 

Initially water carriers placed containers on 

^^^^ 

the deck and continued their usual break-bulk opera* 

'> 

li.oriB In the ships' holds. As a jreault, one of the 

\ 

basic advantagei^ q£ containers to carriers » faster 
turnaround txiiMa was lost. In recant years specialized 

vc'j^et j;r;ve becotne .tU«* ptfifaiied tjiethod of laovlng- 
containers. 
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The number o£ new specialized container ■hips 

and Che services Xhey are offering is impressive, 

•* Traffic across the Atlantic and the Pacific is 

■C - - handled by these new ships on a regularly scheduled 



basis, and competition asoong shipping companies for 
this -traffic is very keen. 

♦ * . ■ 

b« Railroads 

Some large U.S. railroads have been strong sup* 
porters of container izat ion. One major railroad built 
a 14-acre "piggyback" terminal designed exclusively 
for handling containers. Another has approximately 
2»000 containers which it uses .inteifchangeably on 
rail or highway chassis. Still anottter has 450 so- 
called FlexiVana which form part oi an integrated 
system operating between New York and point's in 
Europe, 

The German Federal Railway also has, shown- its 
support for the containerization concept and already 
has on hand the necessary equipment for extensive 
participation in International container transport. 

c. °' Intermodal 



Injii 



irmodal integration of container traffic pri- 
marily has involved either a truck-ship or truck-rsil 
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conblnacion^ Qxcepc tor fraighe fotwarddrs (such as 
&SA Express which has a coordinated thrae*modal 
contalnar syscem). The Increasing Integration of 
trucks with either rail or ships has resulted in 
Initiation o£ container service by motor carrjLert 
with provisions loade for rail moveinent £9r the long 
haul a^d delivery, pick-up, and connecting service 
-by the motos freight system. Some Interest is also 
shown in integrated truck-airline container service. 

d. Airlines 

Another major impetus to container isatlpn may 
coiae from the airlines. Fully containerized air 
freight service m^y develop with connerclal cargo 
versions of the C-141 and the C-54, at projected costs 
ot transportation comparing favorably with trucking 
costs £or movements In axcaas of 400 mlles^ 

ports . - . • 

The exploding use of containers has caused porta to 
overhaul their construction pl-ans for the lnmedlate and 

long-range future. Port Authorities are convinced of the 
necessity for providing facilities that will meet the 

needs of containers* 



Veaiela aecved qqPY AyAllABLE 

« -r 

' At present, ports are faced wj^th handling three 
types of container-carrying vessels. Firat^ there are 
conventional ships built with conventional package 
cargo In mind. They now handle various sices o£ 
containers which fit through hatchet or which are 
laahed on deck , d^^nding on size^ Second^ some 
conventional ships have had spme hatches converted 
for handling containers exclusively in vertical com- 
partmenta^ while the remaining hatches still handle 
conventional package cargo. Third, there are more 
and more ships being designed exclusively for cow 
tainers. 

Vessel' in the first two categories still can 

utilize the linger-pief , especially if their container 

capacities are n^t too large. Finger piers adequately 

J 

^terve those handling smaller containers, up to 20 feet 
in lengthy but larger contslners must be unloaded 
elsewhere. Since only small containers are handled, 
users of the finger<-pler benefit from less congestion 
and therefore have better turnaround time, 

« 

Container disch<irge and loadthg • 

- Large container Wesdel require considerable space 
tot discharge and loading operations^ Often auxiliary 
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faclllciet, auch ai a packing shed^ garagts^ and 

offices are required. Large containers require a 

*; . ■ * . » 

abgre-based crane for loading and unloading.' 

f ■" ' ^ ■■ 

V SiBaller Qpejrat,lona do not have auch extensive 
needs. It must be noted. hoveAr, that a specialised 

% 

container ship may carry up to 1,200 containers, all 
o£ which need dock spiace when unl(Atded, Theoretically, 
there is apace need for the same number of containers 
awaiting loading. American container compenies use the 
trailer patK system for storsge. This requires exten- 
sive space » becauae every container atortd at ground 
level hiia to be aco&aalble by.«tracco|, Othera, the 
British in particular^ because of the premium on apece, 
are Introducing a ayatem known aa 'Wltiple a tacking.^* 
Handling equipment and space requirementa are reduced » 
but a fast overhead gantry crane la required. Many . . 
sroaller ports may be unable to obtain these i;ranes« 
In addition, accesa to any one container nay not be 
possible on short notice. 

United States ports have succeeded In keeping 
pace with container developments by providing facili* 
ties aiding the container Industry* Present aitd 
planned facilities capable o£ .handling fully con- 
, tainerl^ed vessels assure ample future capacity^ 



Advantages and Disadvantages 

The basic premise of couLalneritAt ion is lover costs (or 
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greater efficiency) reaulting froa a number' of advAiitages. 

• • t . 

la Advintagei 

V . . . . * 

a. Shipment Iprotectlon 

By giving "permanent" protection to a ahlpment ^ 
for (he entire duration of the trip, contalnera pro- 
vide a meana of .greatly reducing .the need for pro- 
tectlve packaging. Coat «avl.ngt from the reduction 
or elimination of apeclal packaging ere uaually' lub- 
stantlal. It. addition, tranaportlng gooda In a 
aealed unit greatly reducea loaa from pilferage. 
The reduction of loss and damage luiy alao lead to a 
do%mward reviaion of Inaurance ratea. 



b. Reduced handling time 



V 



Beceuae contalnera allow cargo to be handled in 
large^atandardlaed unite, handling tlM et tranafer 
pointt la aubitantially reduced. Thla haa brought 
rer^arkable improvementa in turnaround tine, allowing 
ahlppera to reduce inventorlea In tranalt and to 
give speedier aervice to cuatorecra, 

m u , 

c. Minimiaed paperwork 

The advent of containers haa Increaaed the poaal- 
bilitiea for minlnlzlng the paperwork Involved in 
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^^^^ Inurnatloul thlpawBCti for txwpU, ch« u«« o£ ^. 
•IntU. bill of lading would bo o(iprot>ri«^o foe tbo 
onclro Mvtmonc frocr. origin to dtttinotion* Hovovor, 
tho oliainotion ot cuoboraom*^ pontniork i* progr«oilng 
vory tlowXy. ' ■ ^ 



•0 



^d, toto otructuro itiaplitication 

Through'moveaftnc of ttondardised unit! so to the 
otogo for •iaplificotion of the protonn conplA.; rate 

/ 

■tructure. Xhio enhancat the possibility of e switch 
from csnmodity-oriontod tariffs to tariffs based solely 
on a weight and diaunee. 



e. Jeata for rate reduction 

By fee illtating aur face noveiaenta, eontainera 
provide a basis for reduction In inland freight 
chargea. 

2. Diaadvantages 

■ft 

Although Many adventagea are preaent, som major 
diaadvantagea and problaoa must be overcoma before con«- 
teinerication,will become e fully accepted and completely 
integreted element in the tranaportation aystem. 



- ^ . . «■ 
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Uck of if ndardltttlon 

A lick af unlvtrtal •Undardltatlen hat ofcan 
baan citad aa a factor Intar faring vlch achlavlng tha 
full banafica of eontalnarUatlon; hovavatr, this prob- 
lam la aooMtlaaa evaratatad. Many non- standard con- 
talnars ara ••sad for apeclaliaad novamanta, racaiving 
high uctlUitlon Irt «ov«s In which thmt% la llttl«^or 
no need for inter cKangeebl 11 ty« . 

Legal problem* 

ft 

* Container use presents many legal problema which 
have not. yet been satisfactorily resolved. These 
problems generally fall into the categoriea of either 
Restricting Interoodal agreements and operations or 
of complicating cust9ms and inspection procedures* 

■ X 

Traffic Inba lance 

Carriers face a number <yC problema vhlch are 
uniquely their ovn but vhlch ara, in tha long run, 
reflected in the costs and services t!o ahtppers. 
Host prominent among theaa la the need ^o achieve a 
balanced directional flow of traffic so that carriers 
are not confronted with large. dep»slti of containers 
which must be returned empty without earning Revenues, 
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^^^^^ CbnUintit incrMas chA Aiitd for l^tz* e«pltfil , 

^ Invastmont* both by carrltrt and bv ^crtt« C&rrles-s 

hava to lnv«it botn In th« coAtcructlon of contiln«rt 
and in «Ucrlixk •nd building vcaaels to utilise con- 



talnors, Dopoti and pcrta^tuiat aIso ba alf'tid to 

* « 

facilitate conulnar FiOvnttants. 



D.. Soma Aapacta ol Contatntr' 'J^aga . ^ ■ 

I. Supply * . 

Contalnara ara uaually •uppllad by tha carriar <ate«n- 
^ ahlp companiaa '^^pradomlnantly; however, U.S. rallroada have 
baan purchaalng and laaalng an Ineraaalng numbar of con- 
talnara). Alao, Indapac^d^nt agenclea supply contalnara 
0 to thoaa wlahlng to rant or laaae tham. Carrier allov- . 

ancaa for tha uaa of non-carriar otmad contalnara ara not 
^ uniform; typea of allovancas vary from a per-diam charge 

to a fUt amount to m percentage*. 

2- ' Packing of Contalnar Cargo 

Although container^ often draati^ally reduce the ne«4 

for protective peckaglng, they do not eliminate it, ' the 

" • •• 

type of packaging naceaaary la a funetloii of the nature of 

the, product,, the type of hand ling it will racelye; a^d the 
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cUomtlc conditions to which It will l)« wpooJIf ^jj. '^^'^^^^^f:^ 

• ■ « 

pactnois mutt also b« consldorod; whin fr«ighc it paid 
per unit o£ cubic iM«sur«, substAntiiiL aavintt c«n Bo 
obtolnod by olimlnaeion of v«stcd tpaco. * In gonorAi,.ln * 
pocl^lng non^tpoclolisod, nonptriihoblc container cargo, 
it is uaually sufClclarit to use cardboard cartons without, 
metal strapping. Cartons shouljl be of dimenaiona which 
will allow for maximum utlli£^ation of interior container 
i^gacc. Often, moveable beams or racka are available to 
aid in packing and damage prevention. A number of permanent 
and temporary insulation techniques can be used. to prevent 
.dam;^ge from exposure to eb'normal temperaturea and moisture, 

I - • * 

Handling of Containera » 

The Inttennodal i^ovement of containers requlrea a n 
latRe amount of special equipment. Specially designed 
forklift trucka are uaed for terminal' movements and 
•tacking; fotkllfta are particularly useful for loading 
conteiners onto truckbeds. The "piggy-packer," character- 
iaed by its large gripping mechanism, is sometimes us^ 
for loading and unloading "piggyback"containera. A nimidier 
of straddle carriers and cranes, as well as ahipboard 
gantries, have also been deaigned for container handling, 

Hoiement of Containera 

-r 

. Carrlara have had to modify their equipment to handle . . 
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contAlnirt. Motor c«n:i«r« have ta^loyad & timber of 
chaatla and bogia datlsn* for u«a with contalnara; vhan 
^ attachad, cha unit can ba aovad by a track-uractor Juat ' 
ar a nonaal trailar would ba tac»v&d. iUAiroada hanila 
contatnara by dlractly aacurtng tham co a flatcar or by 
carrying an antira trailar aaaeobly in "piggyback"- fasUiou, 
Ocaan Cfrriaga ia in a pariod of «niition. Pull, partial, 
or convartibla containar »hipa ara being built, and a nuo- 
bar of ahipi ara being raodiflad to handle containart. 
Othar convantional vaatalt traat containiis aa large pieces 
of cargo %rtiich ara ttowad and aacured in the usual manner. ' 
Vaaaala uhich have atov»ga space specifically designed for 
container h«ndli\ig utualiy have ^n advantage both in effi- 
ciently utilising space and in adequately aacuring cargo. ^ 

, Carrier Liability 

One of the major difficulties of container uae is >^ 

\ 

that contalntr conttnti nuiy be surveyed end Inepected 
only at origin and final daatination. Therefore, it is 
often iapoasible to attribute damagea to a particular 
carrier. As yet, there ia not a aatiafactory integration 
of the varioua legal systeaa under which carriers of 
different aodaa and nationalities operate. Conaequently, 
liability provisions are atill very much unaettled and 
in a state of evolution. 
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^. BEST COPY AVA 

A certain amount of uniformity In carrier lia- 
bility on a world-wide baa is waa deva loped through 
T^ie Carnage of Gooda by Sea Acta. However, the lia- 
bility covered by theae acts pertalnf only to ocean 
carriage; it does not include land or air transpor- 
tation. In what may be a typical Intermodal movement 
of the future, containers mMy move by truck to rail, 
from rail to ahlp. from ship to rail in a foreign 
country » and finally by truck, rail, or barge acroea 
another international border to the final destination. 
Liability provisions governing such a mo^fment would 
change aeveral times in the course of the journey* 
For truck and rail portions of the movement in the 
United States liability provisions would not be sig- 
nificantly different* As soon as the container is ^ 
put on board ship, however, the liability of the 
carrier is considerably reduci^d. With, transfer from 
ahip to rail, liability would probably aga^n be 
changed. However, aince a different country, and 
probably a government -owned railroad, would be 
involved, liabilicy proviaiona would differ from thoac 
of railroada in the Unitld Statea. Finally, motor 
carrier or barge movement acroaa atill another inter- 
national border would further complicate the liablfity 
picture. Thua, the liability proviaiona Which apply 



<8 
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to tha tutal concalMr mov^tnant vary with four or 
flvft cirrlera (dapanding on whathar or not, truck and 
>.3il Are canaidered alifftrent vLth rcapec. tc lla- < 
-• bility), and v&-> vj-tK tvo r ci.'.»>a differeik (.outifii: 
depending upon how far the container moves. ; An exjirapl 
of auch a mc ei&ent would ba traffic iroviog froro the 
Far Eaat co Europe atl Using ths American ''Ir^nd bridge 

b. Whara doariiability attach 

Another intdtasting aspect or the liability 
question ie where does the oceen carrier's liability 
attach? ' 

Traditionally y the ocean carrier's liability has 
been "froia end of ships* tackle to the end of ships' 
tackle/* meaning that the carrier is not liable for 
loss or damage while goods are on the pier or efi route 
from inland origins or to inland deatinaclon»» How- 
ever» in the case of a container which may reasonably 
be considered as an outdoor part of the ships'. hold, 
one may argue that the carrier becomes liable when 
thti goods pass into the container on the premise that 
the container ia an object governed by the carrier. 

There ia no doubt that the problen of liability 
in the caae of container saovenantSt particularly In 
international aovaoianta, muat be dealt with, aoon. 
Parhapa a convention alailar to tha one from which 
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tha Carriage of Gooda by Sta Acci orlglaaced la 
needed In order to define liability and to devlae 
uniform rule*, for the aettlenant of clalma l^or loaa 
and damage of containerized traffic. 

Bills of Lading Provlalona 

Provlalona of the bill of lading are very cloaely 
related to the liability queation. Under moat ocean bills 
of lading In use today, there are provlalona limiting 
carrier liability to , $500 per package. Some ocean carriers 
coniider the whole container as a aingle package. It 
appears that an approach muat be found which will allow a 
more realistic and uniform cargo valuation for the purpose 

p 

of establishing liability limits for carrlera. 

Other provisions (for example, the length of time 
alluMfed for filing claims and for filing ault if a claim 
ia denied) vary between the modes of transportation as 
well as between countries or legal Juried let ions. Con- 
sequently, efforta muat be made to develop through bills 
of lading with provlalona that will be uniformly inter- 
preted regardleas of %fhere an lasue concerning a bill of 
lading provision is raised. 

Customs Inspection 

In the past, customs regulations have been geared 

> 

to inspection of all Incoming and outgoing truffle at 
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co«st«l ports. Additionally, t%%a ^ra atseased and 
collactad on contents, Insursncs, frslght and handling 
costs St ports, AIso» aooa countries sssess s two to 
four porcont "turnovtr tsit*^ on the sum of all charges 
already made. Such procedures ate not conducive to 
greater freedom of cargo aiovdnents. The Increased 
Importance of air cargo has prompted the first' basic 
change in regulations. Some inland customs inspection 
points have been established, and mote aire being planned 
In the United States. In the European Cooanon Market 
great progress has been made through the development of 
the Cuatoms 'Convention on Contaiuers. 

Classification of the container facilitates Its 
onvement through customs end legsl barriers. Unlike its 
old wooden counterpart » the crate, the container has 
become a part of tlie transportation equipment. Where 
Inland Inspection points are available customs fees and 
turnover taxes no longer apply at the port of actual 
entry. Port Authorities onl; matie a number check of the 
container, which then is free to move to an inland inspec- 
tion point. In order for the contslner to move to this 
inland inaction point, the steamship company has to 
post an "Instruments of international trade" bond to 
guarantee the nature of Its concents. 

B. Insurence 

The Insurance Industry has qal4:kly adapted Itself to 
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concalnftrlsACion. It has long of.fttrtd Innurtnct nacejiaary 
for contaln«ra; naoMly, th« 'Vart.tiouatt to warchouae" cov- 
erage of cranaportatlon rltka or tha "op«n cargo policy" 
which providaa inaurance for a ahipnant from a point of 
origin tKrough a port of' loading Or diacharging to an 
interior point of deatination. Such a feature ia of 
particular importance for the further development of 
contetneriaacion and the eventual development of a fully 
integrated container ayatem, 

e. Riak conaiderationa 

Marine inaurera of containera have aone important 
conaiderationa regarding the riaka involved. For example, 
dotfa a container which ia **bottom-atored" in a veaael have 

* 

the aame riak aa an expoaed container on top deck? If the 
riak differa. ahould the rate baaed on the worat conditiona 
apply equally? 

Shipping of containerized cargo ia expected to yield 
aubatantial reductiona in inaurance premiuma. Pilferage 
will be greatly reduced; damage will be decreaaed beceuae 
of reduced handling and leaa expoaure to the elementa; 
non-delivery or delayed claimy will be reduced, provided 
incompatible cooaoditiea are not atored in the aame 
containera, 

Theae poaaible reductiona could, however, be of feet 
by damage due to poor loading, inadequate packaging of 



go«d« in « eons«lB«r and rough hAndllng of coat:«inMri 
whll« In trsMlt, A contrlbucihg factoi- owy b« loskc* 
paid by un4»rwrit«rt because c£ che iiubility to pin- 
point vhcrt oi: wh«u dsaiaga cccurce I to the cargo whll« 
iii the scaled ccntainer. Losses resulting txom under- 
writers being unable to collect froa ocean carriers 
as a rasult of the $300 limitaticn of liability iter 
"package," in this instance the container, may also 
prevent reduction of insurance premiums. 

Changes in insurance practice 

Although most insurance is still based on s 
door-to*door. movement, some individual changes hsve 
occurred. United States domestic ocean carriage to 
Alaska, Hawaii, Puerto Rico and other destinations 
allows the carrier to MBeuB charges wiiich include a 
premiUB for inauraiice. The carrier is the beneficiary 
of the insurance policy and pays for the losses 
incurred by owners of shipped goods. The insurance 
compstty assesses carrier premiums on the besis oi 
gross receipts, legardless of what form iasitranee 
takes, though, its Importance will continue even though 
it is difficult to administer on containers. It is 
hoped that eventuelly methods will be developed per- 
mitting cargo insurance on an "all risks'* basis. 
This probably would necessarily include a deductible 
cleuse, especielly for coverage of conteinerised goods. 



A. G«nTal ClaftAflcation of CarrlTt 

There arc five basic modes of tranaportation— railroads , 

# 

motor carrlera, water carriers, air carriers, and pipelines. 

• # 

1. Railroads 

4 

Railroad* are either private or coanon carriers. The 
private^ group is unlmpor.tant in domeatic inter-city* and 
import-export traffic movements. Railroads are further 
designated as iinehaul, avltching or beltline, and terminal 
carrlera. Llnehaul carriers handle inter-city traffic. 
Switching or beltllne carriers offer services between 
major rail yards and waterfront areas, industrial areas, 
warehouses and the like. Terminal railroads are usually 
owned by one or more of the railroads served, and offer 
services in terminal areas« 

2. Motor Carriers 

Motor carriers may be passenger operators or freight 
operators*. These are further subdivided into coanon 
" carriers, contract carriers, exempt carriers and private 
carriers. Comon carriers offer for-hire services to the 
general public, and are normally closely regulated by the 
Interstate ConoMrce Comodssion or a statr regulatory agency. 
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Contract carrlara are alao for-tilre cartlar*. but are 
dlatlngulahad £roo cooaton carrlvri In thai' thay offar r.halc 
"^•trvicai to A very limited aegnent of tht public end per« 
form only under individual cancracus with shippors, 

Exempt carriers m&y offer services either on a com- 
mon or contract baais. However^ due wO the nature of their 
operationa or the cooaaoditiea which thoy apecialize in» 
theae carriera are apecifically exeiapted by statute from 
economic regulation at the fedei^al level. 

Private carriera are alao exempt from all economic 
ragulatlon but muat, like axeapt carriera, obaerve all 
aa£«ty ragulatlona.^ Prlvats carriera are not for hire; 
rather, they tranaport the owner 'a own gorda. 

Water Carriera 

Water carriera may be divided into dooeatic carriera 
end international carriera. The dooeatic carrlevft may be 
further aubdlvided into three groupa— Great Lakea carriera, 
coaatal carriera, and inland waterway carriera. Each of 
theae Includea eleaenta of connson, contract, exempt, and 
private carriage. 

Interna tional ocean carriera Include both the United 
Statea flag and foreign carriera, providing aervicea that 
may be identified «a liner or berth aervicea, tramp aer^ 
vieea, and induatrial carriage. Liner or berth aervice ia 
roughly equivaleot of coanon carriage, tramp aervice ia 
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•pproxlmatily tht tAiae «• contract carrlagt. and induatrial 
carrlaga cQrrtiponda to prlvata carrlaga. 

A. Air Carrlert 

% 

Air trantporcation it dlvldtd into general aviation 
and conmarcial aviation, 

GanaraL aviation incluflea private pleaaure flying 
aa well aa flying done by private induatry for purposea 
of tranaporting equipment^ auppllea and peraonnel^ and 
flying in connection with crop^duating, fire- fighting, 
and similar activitiea. 

Commercial aviation it carried on by domestic trunk 
lines » domeatlc local aervice carriera. . international and 
overseas carriera, all-cargo lines, helicopter services, 
and non-certif icated air carriera. Air carriage may also • 
be claasifled aa common, contract or private* 

5. Pipelines 

* 

Pipeline carriera of petroleum products are both 
connon and private. Alnoat all of theae carriers have 
coioDon carrier atatua^. however. 

Transportation Service Characteriatica 

The moat important transport service characteriatica in- 
clude apeed, frequency of service^ dependability, availability, 
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and c«p«blllty.^ 



Sp««d rtftrs to Clow rtqulrtd co mova goods from origin 
^^^'to daatination. 



Frequency of aervice refers to the number of srh^duled 
(and actual) departures per unit of time, whereaa dependability 
is a measure of the general ability* to meet dpecified schedules 
(I.e., a measure of on-time performance). 

Availability is related to the uumber of (and to some 
extent the nature of) points to and from which a given carrier 
or mode offers service. 

4 

Cipablllcy refers to the range ol comnodlty character- 
isticB (i.e., sixe, fragile, frozen, liquid, explosive, peri- 
shable, etc«) which may be acccnoodated by a carrier or a mode. 

C. Carrier Services 

1. Rail and Motor Carriera 

Surface carriera concern exportera in two ways: as 
international carriera to polnta in Canada and Mexico, and 
aa dowsatic carriera aerving air and water ports. 



a.' Canada and Mexico 

American railroads and motor carriera offer con< 
neccing aervicea to polnta in Canada and Mexico. A 



^J.L. Ilaakett, Robert M. Ivie, Nicholas A, GUakowaky, Jr., Bua!n eaa 
Logtatica . New York: The Ronald Preaa Coaipany, 1964, p. 70. 
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BEST COPY AVAILABLL 
through ahlpmant c«n normally be made in the same box- 



car or trailer; thia haa the advantage o£ greatly 
decreas^ing the potential for Loas and damage from 
additional handling. 

Transportation to Porta 

Surface carriers are a vital link in export 
distribution by water and air« They are critical 
from the standpoint of time and for the physical treat- 
.ment of shipments. Traffic departments of surface 
carriers connecting with international air an.d water 
ports are often equipped to provide substantial amounts 
of information and assistance to exporters. 

Speed 

0 

Transit time for truck movements is normally much 
lesa than transit time for rail movements. The speed 
and flexibility of truck pickup and delivery makes 
motor carriers particularly compatible with air freight 
operations a 

Schedules and Frequency 

The greater flexibility of motor carriers allows 
them to provide such firequent service that scheduling 
la usually not a major concern. Although rail carriers 
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provlds rtUtlvaly frttquanC ••r^lc*, cha dlftetraitre 

is soiBatliMS not significant enough to exclude them 4b 
^en alternative on the baeli of achadullng. 

Capabllltlea 

» 

Rail c«rxxeri ar« relatively more capable than 

r 

motor carrlera In handling a varitsty o£ shipments. 
Motor carrlera arc aubject both to greater spatial 
reatrainta and to varloua. highway regulations 
restricting their loaded weight S\d nnvement. 

Availability 

Motor transportation nay be physically available 
anywhere there is a road. Xhla does not neceaaarlly 
mean, however, that carriers providing efficient and 

direct aervlce will bie available. Rail carriage la 

♦ 

available at any point served by 9 rail route. If a 
firm dbea not have a rail aiding, it la necessary to 
load and unload at a public team track. This addi^ 
tional handling often cauaaa rail tranaportation to 
be coatly and Inconvenient. 

Handling 

w 

If a ahipMnt la packed and aecured imII enough to 

» 

wlthatand the rigora of ocean carriage, there ahould be 
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little cuncftrn for Its tdCtty during motor or rail 
movtiMnt. In the caae of air carriage, which requlrei« 
a mlnimutP of protective packaging, caution muat bfi 
exercised to insure sufficient protection against 
possible damage from ground h4ndling and movement. 

« 

Domgatlc Freight Forvarders 

« 

Domestic freight forwarder^ are of special value to 
exporters who make relatively small and infrequent ship- 
ments. Freight forwardera accept LTI. ("less than truck- 
load") and LCL ("leaa than carload") freight and'^conadlidate 
it into TL ("truckload") and CL ("carload") shipments. 
Rates are^ normally leaa than carrier LTL and LCL rates but 
more than ^L and CL rates. Income of freight forwarders is 
derived from the difference bi!tween their rates and the TL ' 
and CL rates. 

« 

Ocean Carriers * . 

Ocean carriers, the bacl^one of International ^rana^ 
porta tlon» conalat of two prlniary groupa: conrabn c«rrlera 
which provide regular or scheduled service (l.e*^ liner or 
berth aervlce)^ and contract carrlera, which have no regu* 
lar achedule or fixed Itinerary (I.e., tramp or charter 
aervlce)* 



3-223 



/ 



^ l«c«uf« of th« lutur* of th« aodt, tpMcTainnot 
btt « crucial factor wh«n conild«i.i?5 t^* oovamint of 
goods by wacar. Thla doaanot maan chat ahlpaanta 
will not nacaatarily racatva expadltlous hancfllng by 
an ocaan carrlar; it • imply aaana that tha moda its«:.f 
ia charactarixad by raUtiva alownaaa. It i» important 
to nota that apaad is dat-raintd not only by tha apaad 
of tha vaaaai but alao by tha carriar'a cargo handling 
afficiancy and tha nuobar of , intaraadiatc atopa 
involvad on a givan voyaga. * | 

. Schadulaa and fraquancy 

iacauaa of tha anorMOua capacity of ocaan vaaaala 

and tha comparativaly' limitad, nuaOMr of unita in aar- 
vlca, tha fraquancy of d«p«rturaa «nd arrivala ia 
conaidarably lowar than- that for othar aodaa. How- 
•var, coaM>n carrlara do of far tha advantaga of raguUr 
aarvica. Whan uaing tr«-? or chartar -rvica, achadulaa 
Muat ba arrangad individually. 



c, Caoabilitiaa 

Ocaan transportation ranka hlghaat in tar^ of it* 
capabilitlas to handU a variaty o£ abapaa, aiaaa, and 
typaa of ahlpMata. loth vaaaala and porta of tan jiava 
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•p*cl«l •qiilpaant to h«ndU auuiurflly htavy or outil««d 
c«rgota. If tptcUl handling 1« r«qaired It is n«c«i««ry 
to «»c«rtain that equipment will be available not only 
at the point of departure but alao at deatiiiatlon. 

* 

d. Availability ' 

• * ^ginedlate avalUbillty ot ocean tianaportatlon 

dependa upon the ahlpper'i proximity to a port. How« 
ever, availability la extended to Inland locations by 
" a complex network of surface carriera providing con- 
necting aervice. As a result, moat ahlppera In the 
United States have access to a deep water port in a 
matter of daya, or at most two w*^^* 

* 

e. Hand 



An ocean ahlpmcnt will normally Involve a con- 
siderable amount of transfer, handling, and time in- 
transit. Each of these factors Increases the potential 
for loss and damage. Therefore, proper protection and 
packaging la eaaentlal In moving gooda by water. 

• ^ ♦ 

Air Carriera 

9 

Compared to ocean transportation, air has an obvious 
advantage in a peed. A ahipment leaving * United State* 
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-lat«rBAtloa«l airport in th< evening cen' reech inott 
lArge cltlee in the world by the next morning or 
aft#roooA At thii latAst* 

Schftdylei tnd frequency 

lattrruitlonal tlr carriers have conciaued to 
lacrene the frequency of flights* For most export 
needs, daily departures are normally aval lab le» and 
it is nov quite coomon to have several dally flights 
between major cities* Frequently air cargo departures 
are in the evening. This conforma to airline needa 
foe maxiaum utilisatiun of facilitiea and equi^aent, 
but alao colncidea well with anall ahippera' needa to 
diapatch noat of their ahipoenta toward the end of the 
day. 

Capabllitiea 

The dioenaionf of air carrier capabilltiea are 

* f 

detenained by the lift capacity of the aircraft and 
the deaign of Ita fuaelage. Thla aeverely 11ml ta the 
magnitude (else, weight, volume) of itema that may be 
tranaported by air. However, thla ahould bear on the 
declaion,to uae air tranaportation only to the extent 
that thaae llaltationa d^tata abaoluta mawfiMB 
which cannot be exceeded. 
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Zt thould not aueoniKCic«lly b« concluded that 

•hipping anything Urgar than vatchtt or apark pluga 

by air would ba inappropriatt. Air carrlara c«n 

readily advlae an exporter of the phyaical limltatlona 

of cargo accepted for carriage. 

Availability 

Availability of air vervice ia determined both by 
the tranaport facilitiea in the originating region and 
by the facilities available at deatination. Not only 
mult both regiona or countriea have connecting' air 
freight aervice, but adequate pick-up and delivery 
aervlcea muat alao be avai]rable. 

Handling 

One of the principal economiea of air shipment 
(v^raua ocean ahipnent) la that packing coats are 
often aubatantially reduced by the use of air freight. 
Ocean ahlpaenta require heavy crating, considerable 
protective padding, ateel strapping, and waterproofing. 
The nature of cargo handling in air movementa ellml- 
natea the need for coatly packing and uaually reduces 
the level of loas and damage. Ground handling of air 
freight has been greatly Improved by the advent of 
automated terminal facilltlea. In addition, the uae 

i 
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o£ air contalnsra hat brought affibicnclet to carrier 
oparationa and coat aavlnga to ahlppera. Not only are 
^ rate Incentlvea offered for container usft, but savings 

alao come to the exporter from lover packaging coats 
and reduced pilferage. 

» 

•Rataaaklng and Prlcln}^ 

1. Domestic United States 

a. Regulation 

In domestic transportation, governioent agencies 
play an active role In regulating ratemsklng and rate 
publication. The Interstate Cosnerce t:offlnlsslon reg- 
ulates surface carriers and the Civil Aeronautics 
Board regulates air carriers engaged In interstate 
transportation. State governments have authority over 
the economic regulation of intra-atate movementa. 

' DotiMStlc carrittrs are alloiied by lav to form rate 
bureaus through which Joint action can be taken to 
eatabliah ratea. Theae rate bureaua are ' organized 
regionally; the "boundary"linea and else of area 
covered vary from oiode to mode as well aa within mode. 
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lUtet 

A **rate'* in cransporcatlon it aynonyvnous with 
price. Aft pricen are quoted in duIXara and cents per 
unit (e,g, , per pound, per board foot, etp,) so are 
rate;i quo'^ed in centa per hundredweight (cwt,) and 
tone. In the United Statea r«tea are publiahed (as 
required by law)vin tari££a« Freight ratea fall into 
three broad categories, 

(1) Claaa rates 

Glaaa ratea are based cm the transportation 
character iatics of the commodity (weight, volume, 
eaa.e of loading and discharging, etc,) dftd* on 

4 

distance and other characteristics related to 

4 

the movement. For simplification, a large number 
of commodities have been reduced to a very much 
smaller number of groups or *"c lasses// In each 
group are found commodities having the-.same or 
similar tranaportation characxeriatica, A per- 
ccntage rating (e.g., 70!&, 4001 etc.) has been 
established for each group. Individual articles 
are published in alphabetical lists knotm as 
classifications, where the percentage ratings 
are sho%m. 

In thia schenc one may think of the 100 per- 
cent rating (i.e.. Class 100, also formerly known 
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ms CXasfl 1 or first Claas) as reflecting in some' 
sensu kn "Ideal" coimm>dlty for transportation 
purposes* Such a coicmodlty tends to utilise the 
weight and volume capacity of the vehicle^ it Is 
not i\ "high" nor a "low" v(alue Item, It has some 
sort of "average" susceptibility :^o loss and 
damas;e» and is "average" relative to handling 
and many other characteristics* A rating assigned 
to an individual item reflects the "deviation" o£ 
this item from the "ideal." Thus, a rslatively 
low valued article which would not move unless 
given a low rating may be rated 70,^ whereas a 
lowweight^ high-volume (l.e«. low density) item 
may be rated 150« 

The ratings . found in the classification are 
used in conjunction with a schedule (tariff) which 
shows the rate or price per hundredweight (cwt«) 
for moving commodities with Class 100 ratings for 
various distances^ These rates are "tapered/* 
l«e«, they do not increase in proportion to 
distance. Thus the Class 100 rate for 100 miles 
may be ll4c (l.l4c/mlle), whereas the rate for 

200 miles may be I49c (0.73c/inile). By combining 

« 

Che claatlflcatlon «nd the tariff the total freight 
chargea may be computed. For example, a coonodlty 
rated 70 and moving lOu milea (ualng the above 
flgurea) would be charged 70 percent of the 149^ or 
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104c X .70) whtreat a conaodlty rated ISO 

would mov« AC 224c/cvc. (1494; x 1.50). 

Although ratta and ratlnga aie two^dlfferant 
conctipta, thay are completely intet-dependent in 
the-claat race atructure. The dlacuaalon of these 
concepta here la a a Inp 11 fleet ion of varioua dif* 
ferenc exiating claaa rate acheroea; however, the 
baalc phlloaophy underlying each la the aame. 

(2) Connodlty ratea 

Conaa(}dlty ratea are prlcea quoted for 
apeclflc coonodltlea. Theae ratea are published 
in coconodlty carl f fa and may not be applied to 
other than the named artlclea. In addition to 
tUia reatriction. these rates apply only between 
named pointa with the requirement that the ahipper 
muat tender certain minimum quantitiea for the ^ 
rate to be granted. Conmodity ratea are no^lly 
applied to bulk connodltlta moving In large 
quantltlea« 

(3) Special aervice ratea 

•* 

' Special aervlcea auch aa heating, refrigera* 

e 

tlon; local awitching, diveraion and reconalgnment, 
atopplng in transit, pickup and delivery and many 

o there may be performed by carrier a. Theae aervlces 

♦ • 
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^^^^l^ar« iubjtct eo charges in. addition to thoae charged 
{or tha line-haul (i.a. » intercity) uovei&ant. 

* (4) Export-^ import ra&ea 



Export and import; rates apply co domestically 
originated or deatlned goods moving to or from a^ 
port. They are frequently considerably lower than 
tha domaatic rata for the same movement. However 
theae lower rateb are not required by law (although 
thay are permiaaible) and do not exist on all 
producta. Export and import rates are frequently 
atnicturad in a manner de&igned to equalize port 
advantagea. ' 

2« Inf rnatioiml 

Ocmmn carrier conference ayteo 

A ataaaahip conference ia a voluntary aaaociation 
of ocean carricra formed for the purpoae of regulating 
price and' other compatitive matters. 

thcca ara more than 300 exiating steamahip freight 
conf^raneas, each aarving a different international 
trada route, lach conference ia compoaad of several 
ahipping lioea aerving tha aaa« rout*. Although con- 
fereaeee may fom groupa to achieve greater admlniatrative 
econoedes (for example, one of theae groupa, the 
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"Assoc £at«d Ut in African Frsight Confcrtncts." Is ^ 
composed o£ tsn ssparst* conf«r«nc«s which shsrs ths 
s«m« chairman and offlca spaca), chay act complataly 
indepandently when setting rates and establishing 
conference policy. The primary purposes of conferences 
are establishment of uniform rates, development of trade 
practices, promotion of trade between the countries 
which their members serve, and restriction or elimi- 
nation of non-conference competition. 

Conferences began in_ the late 1800 'a when an 
overaupply of ahipping capacity triggered severe rate 
ware. These rate wars resulted in poor service and 
.po*ed serious threats to the future of existing shipping 
lines. Therefore, conferences were formed to regu- 
liriae the rate structure and competitive practicea. 
After the turn of the century there was heated contro- 
^versy over the legality of .conference agreementa. 
After a four-year inveatigation, the Congreaa of the 
United Statea paaaed the Shipping Act of 1916 which, 
affirmed the legality of conferencea and eatabliahed 
their exemption from anti-truat lawa. 

(1) Rate formulation 

Of greateat intereat to the dxporter is the 
fact that conferences establish and public uniform 
^ rates. There are several factors which go into 
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t\m MCtlng of r«Cta« Vha aioat liaorrtant of 
^ th«M art cha phyaica' ch^Braccerlir ica of tht^ 

ahipcaant: (valght, apace required In vea&elp 
unuauai dioenaiona) and the dlacance o£ th^ incve^ 
nant* However* a nuSmber of other factors (euch 
ea the volume of trfifClc between the ports 
involved, the nature of the putt facilitlaa u:: 
a«ch tnd, «nd the cargo's »uacQpclbiIity Co dav^ge 
•nd pllftrage) pia> significant roles In rate 
d«rermln«tlon. Although rates ore "flx'sd" by 
the conferences, th«y are tar from l^lng unchange- 
able. Not only are conferences subject to con- 
petition fron outside or independent carriers but 
they are also subject to shipper pressure for 
lower or special rates. Shlppera a^e often given 
lower rates when moving cargo for develcfixoent 
projects of najor economic Importance. Examples 
of such projects would be construction of large 
f factories ; dams, power plants, or major tourist 
facilities. In theae cases conference carriers 
might lower their present revenues in anticipation 
of generating large^ revenues in Che future. 
Conferences also give consideration to %n{11- 
docuiHinted shipper requests for race red^ictlona 
baaed on grave competitive situations or other 
herdablpa. 
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Dual rate^tytfm BlST COPY A 

c 

*Conf«r*nc«i of can gjant lowtr vatef (cf. 

» . / 

/ 

dlBcounta) to ahlppara who conmlt r.hemaelvea to 
^ glva 100 percent of their buaineta to tilember Unea. 
The reductiona utually fall within a runge of 10 
to 25 percent, and the reaulting rate la referred 
to aa a contract rate. Thia dual rate; syatem haa 
often been challenged ea being diacrimlnatory. 
Conference linea, however, defend it oh the baaia 
that a meana of aaauring a atable ahare of trade 
on a given route is needed if the riak and expense 
of « providing regularly acheduled aervicea ia to 
be covered. 

Rate quotationa 

Ocean rates on general cargo are quoted on 
both a weight and a volume baaia, with the carrier 
having the option of applying that baaia which 
yielda the higheat revenue. Rate quotationa 
generalj^take one of the two following forma: 

* 4 

"one ton, weight or measurement^ ahip'a option" • 
a ton by weight ia generally 2,240 pounda and a 
ton by measurement ia 40 cubic feet (the exact 
weight-volume relaf lonihips vary somewhat with 
geography and trades).; or "meaaurement rate/weight 
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. rate" - for axnmple. ?5/^C* vvuH nean ^,2') y.f^r 
cubic foot ..or S.63 per one hundred pounda, -hich- 
• ever woula yield thu high^«t reveaMC. 



b. Air carrier confert-nce syst tn 

CD International aj r j. lanri pjr t associdtion 

f 

ii- A conterence system .^Iso ex:.its in inter- 

national air transportation; however, it differs 
In structure .from ocear c.irrier conference F„ sr.ens. 
Some 100 international airlines nre.:inlt<!d undt . 
the auspices of the International Air Transport 
Association (LATA). For the matter of working 
out rate proposals, lATA is broken down into three 
Traffic Conferences, each of which is concerned 
with niovements within a separate geographic area, 
i.e.. North and South Atlantic, Europe and the 
Middle East, and Asia and ^rtie trans- Pacific. Euch 
of these conferences hat standing » oomittees on 
costs, rates and administration of agents. All ^ 
action taken by these Tiaffic Conferences regarding 
rates and fares must receive a unaninous affirma- 
tive vote. lATA agrcements^re subject to the 
approval" of the govemraentf Involved, 



(2) Rate fonaulation 



In air transport, as In ocean transport, 
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thmf It a considerable number o£ veriable< which 

effect the rete making dec ia ion. The moat inport* 

«nt of theae are aizeXvelght, volume and ahape), 

denainy» value, packaging, and aaaceptibility to< 

loaa and damage. Racea .are of two typea: general 

cononodlty and apaclflc commodity^ Both are quoted 

on a par*pound baals and art characttrlaed by breaks 

point dlacounra to encourage larger volume* Ratea 

apply on an airport to airport baaia; however, moat 

carriera have exlating arrangementa under which 

pick-up end delivery aervicea can be aecured. 

Relationa between domeatlc and international. 

air carriera have been formalized into Interline 

egreementa which provide for the trenafer of 

cargoea from domeatlc to international carriera 

without additional charge to ahippera. 
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tiea and Liabllitiea of Domeatlc Carriera 
1. Coaaon Carriera 

Un^er United Statea law common carriera are required 
to fulfill fout dutiei or reaponaibilltlea. Th«a« are the 
dutiea to aerve, to deliver, to charge reeaoneble retea, and 

to 'X^id diacriainatlon. ^ . 

a. Service 

Thla duty not only requirea the carrier to eerve 
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but also obllgatea him to perf cnr aia services with 

reasonat^Ie dispatch and to oiaintain his rac;.IlLJ.e3 

In reaoonably good conditlort. 
/ 

r 

Delivery 

• *• 

Di: livery in j}0">d order o£ goods rect^'ived for 
shlptnuitt is a strict carrier duty (vich several limi- 
taLloaS^« Co.'mo-o snct st'auutory laws do not h^ld 
i^carriecs liable for loss and dj^nu'.ge due to Acts of 
Cod, Acts of the public enemy, Acts of the shipper, 
Acts of public author ity, and the Inherent vice (or 
nature) ol the goods. These limitations, however, 
are not In effect vhen the carrier is negligent^ The 
burden of proof to show cause of loss and non-negligence 
is on the carrier. Liability begins when a carrier 
rec«>lves the ^oods and ends upon delivery to the 
correct consignee* Usually the cosnnon carrier's duty 
to deliver ceases when an attempt, to deliver or a 
reasonable notice of" arrival of the shipment has been 
given to the consignee, 

I 

Raasonable rates 

Rate control has been delegated to appropriate 
state and federal regulatory agenclea or cooBdaaions* 
Commiiaion decisions are subject to Judicial review. 
Carriera My only charge approved rates. 
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01»crtmii«t.ton rafcrt to giving dui«rtnt er««t* 
mtit undtr Ilkt circuutancat or jiving ■imiUr trMC< 
m«nt und«r diffortnt circum«t«nc«i. Thit can ba In ' 
tha form of pri>a or aarvica diaqriainatlon, and can 
ba againac typaa of traffic, parabna/ placaa. or 
organiaationt. It i« important to nota that it ia 
only "uhdua" diacrimination which ia illagal. 

2. Contract Carriara 

^' —- - 

Contract carriara ara not aubjact to tHi aama obli- 

gationa aa cotaoon carriara. Thalr obligationa ara datar- 
mlnad by tha tana, of tha contract antartdj into with 
ahippara. Thara ia a raquiramant. howavatf, that contract 
carriara oparata aarvicaa uhich a4a not contrary to public 
intaraat, 

Putiaa and tiabilitiaa of Intarnatjonal Carriara 
I. Ocaan Carriara 



Ocaan carriara tranaporting gooda to dr from'Unlttd 
Stataa porta in foraign trada ara aubjact- ,fep, th« provlaiona 
of tha C«rria|a of Cooda by Saa Act of 1936 (C0G8A). Thia 
act dalinaataa tha righta and raaponaibilitlaa of tha partiaa 
involyad in.intarnational ocaan tranaportatlon. 
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> Under CCGSA, a carrldi U le^iuirac! to exerciae due 
diligence before «ad at i.x^ ^v.^rt oi: d /j^y^gi: nu make cne 
•hip meavorthy, to piop<*rl> uiar, equip ^nd supply ttic 
veaftiil, and t;o ma^a t^c i;olda i^l auu aaia ioi tcz^ptioa^ 
carriage and preserviuition ol :he carso« Ihcrn la also a 
requirement of proper handling. This includes appropiciafre ' 
and careful iuadin^, head ((v^;, carrying, koii»ping, caring 
for, and discharging o£ the cri^rgo* 

Upon receipt of goods n carrier is Dj>Ilgated to Isaac 
a^bilL of ladirig showing Identifying loarKa of cargo, munber 
of packages, or quantity or walght, as furnished by the 
shipper in writing, and the apparent order and condition 
o£ goods* Carriers are not allowed to contractually limit 
their liability except unuer special circuxoatances provided 
for In the COGSA. 

In addition to the ilmltationb of liability to which 
domestic . common carriers are entitled (Acts of God, public 
enemies, public authority, shippers, and the Inherent 
nature of the goods), ocean carriers are entitled to a 
number of additional exemptions* these Include unaeaworthl*- 
ness unless caused by fsllure to exercise due diligence; 
errors In navigation or management of the ahlp; fire unless 
caused by the carrier; perils of the sea; saving or attempting 
to save life or property while at sea; insufficiency of 
packing or taArklng; and latent de facts and any other cause 
arlaing without the fault, neglect or privity of the carrier 
of his agents*, In addition to this, CCGSA provides for 
mm^ij^mm oonetsiry limitations per customary freight unit. 
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Air C4rrtira - 

Th« Warsaw ConvanClon, adoptad in 1929, la a multl* 
lataral cgraamaiit which anuaaracaa ch* lltbilltlaa oi 

% 

Intarnatlonal air carrlara. In g«naral, air carrier 
liabilicias paraxial cloaisly those of watar carriara. 
That ia. at wall at having the examptiont given doMacic 
consaon carriara, internatior.al air carriert dre exempt 
from liability for loaa or danage cauaed by errors in 
piloting, navigation, and handling of the aircraft, aa long 
aa the carrier can dcmona trace that due diligence has been 
axerciaad. 
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PQR]^ AND AIRPORTS ' 

A. Introduction 

The word port It d»rivtd from the l.atm porta aeanlng 
gate. This gradually acquired the meaning of gateway from 
land to tea or vlrre vena . With tha development of air 
tran«por;:atlon the coucept of a j&cew&y has b^en retained; 
however » th^ emphasla nn Land and aaa haa dlulnlahed ao that 
•eaporta and alrporta today are thought of aa gateways faclU*. 
tatlng transportation b^cween regions. These regions tiay be 
. within thi! aaae national political jurisdiction or may be 
located in aeparate countriea. 

In the caae of aeaporta the first requirement la that it 
afforda adequate shelter to shlpa. By ahelter ia neant pro- 
tection against the elementa (i.e., againat the action of winds, 
wavea, etc.)* Such protection la offered by a harbor which may 
be natural, as In the case of San Franc laco Bay, or man-made t 
aa In the caae of Loa Angeles Harbor. In a similar fashion 
alrporta muat b« ao located chat the ef facta of weather are 
minimised to Insure year*^ round uaage. Without approprlara 
aheltar cpmmerclal routlnea cannot be carried out efficiently. 

In order to carry on trade and commercial tranaportatioa 
operations, porta muat have navigation facllltlea; pt#ra^f(or 
loading and dlacharglng platforms or areaa); warehouaea; | cranes 
and other equipment for cargo handling; repair and other 
facllitlea for fueling, servicing, and acqulaltlon of auppllea; 
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• con AVWU^BIE 

and there must be adequate organi^atlonsl at^ physical - 

arrangetnenta to provide connectlun with other wodea of trane- 

portaclon serving the "hlnterlaml 

The port "hinterland ' (a tenn derived from German, meaning 

"the land behind") . is the ti ibutory. area behind the port. This 

area may be contributory tneaning that it If source of origin 
for outbound traffic (e.g.. experts), or it may be diatrlbutory 

which means that it is the deetlnatiun for inbound traffic. 

The hinter.land may also be a combination of the two. 

The geographical boundar/ of the hinterland is not easily 
drawn on a map; it can be drawn only with reference to 
particular traffic; consequently the delineation of the 

hinterland serviced by a particular port or airport can only 
be made If distinction Is made between Inbound and outbound * 
traffic, and between passengers and cargo. For cargo, a 
distinction mu«t often be made between commodities. The 
hinterland may be determined by the rate itructure of the pbrt 
in combination with ^e rate structures of the various modes of 
tranaporcation connecting the port with the hinterland. 

Ports (sea and air) may be viewed as critical Inter- 
change points for the various nodes of tranapprtatlon. The 
organisation, design, structure and capacity of ports may 
iiQpoae llmltatlona on or facilitate international and domestic, 
trade.' Forts provide, an essential 'link in tha long chain of 
tranaportation which coiinects producers and consumers, 

♦ 

particularly in overt taa trade* 
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B* Pane t ion 

1. Seaportt ^x.^ 

Carrier i'reighc rat^s a:t» lAimd ptrtly on the up'e«d 
of thlp' "turn- Around." The clme a ihip is delayed lu port 
reprettnti a algnlflcaat cost ftct-r, which In turn furthsr 
increases the total "in-p'ort cargo handling expense*. Tn 
rtduc6 crltlcfti ahip turn-&r .*ind . tlme\ carriers and port 
Authorities are placicxg gre^^it emphasis on loiproving atkd 
nodernlslng conveatlonal cargo handling equipment . as well 
as converting to contalnoir ports to the cittfsnt practicable. 

The primary function *o£ a port la to facilitatt« the 
transit of goods; its secondary function is the varehouaiog 
of cargoes f^r storage or processing* 

2. Airports 

Airports provide facllit^les, for aircraft shelter, 
supply » and repair, and for the regular reception or 
discharge of air paaaengers and cargo « With the treaendoua 
ittcreaae la air cargo traffic « wire geographical separation 
of passenger air tenslnals frosi all-cargo air temlnala 
la iDdlemted. 

Also located in all aajor United States airports are 
Fedaral AvUtloo Ad«loUtr«tlon (FAA) op«mliig d«t«€h- 
■anta eh«rgad with the raaponalblllty Cor coatrolllng alr- 
•pftce aad inaurlng safe eparatlons. 
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BEST COPY AVAILABLE 
with the ttdv«DC of jumbo jets end all-civ&o Aircraft 
o£ greater speed and increased capacity, air cargo move* 
ments (dcxnettlc and overseas) will probably continue to 
make substantial strides. Hence, airports with sufficient 
supporting capacity, flexibility, and innovation potentlml 
are essential to cope with growing cargo tonnage move* 
ments. Future functions of Airports will include more 
foreign trade zones, as ^Ir cargo movemeats increase at 
projected rates* Whereas seaports are generally limited 
to coastal locations, airports have more site flexibility 
and are normally llmlced only by econocnic and e:.vlron-- 
mental considerations. 

4 

Services 

Services provided by port operations fall into the gen- 
eral categories of those furnished to ships, Chose rendered 
for cargo, and those nade available to shippers. 

I. Seaport» . 

a. Ship services 

0 

Typical services provided to ships encompass 
repair, handling, protection, supply and maintenance. 

Ik. 

These services include dry docking and ship repair 

» 

facilities, pilotage, anchorage, dockage and wharf- 
^ age, line handling, protection and security, ship 
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WAtttr, oil buakfetfl (fueling), lauucU stfirvicev and 
duanAg« (lumber «nd other jjAt^^riale vft^d to *jr«c^ and 
protect: cargo) » a» well an «€rvlre« to inivire prav>or 
atovaga and tecurlng of cargo. 

(1) Stcytdoring 

IncLudod h«rein «r« loading, •tow«ge, tn.* 
dlich«rging of aMpw' cargoes . Wliere po«»ibI«f, 
loadlag or diichfirge 1.6 pcrfcrajed directly frcw 
ahlpi to concocting conveyancea delivering or 
picking up cargo, e.g.* loading directly fron 
rail flat c*ra to a ahip*a hold. 

(2) Warahouaini 

Fi cargo waiting further aovewnt, trana- 
fart or otfaarwiae requiring atorage, avail- 
ability of adequati. varehoueing aheda and aer- 
vicaa la an iaportant criterion in evaluating 
a port*a aervlce potential. 

(3) EKPort packing 

Cooaidorabla coat ffavf>.nga can be obtained 
by the use of special lit 2 (vxport packvra), who 
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' know CAigo pecking fnd ^.r:>t.eccion r«qulvements 
of origln«tlng «nc! dastlr.f :iou ecuntrlt^. 

(4) Heavy Utt 

Thlc service ie generally in the fora of 
l«nd-b«»sa or floating ciane* or derricks to 
load Ar.^ «-)f f-load car^o vhi^h cnn. ot be handled 
by a chip's o«n g^ar or land cranec. Lack of 
heavy- lift capacity by intended porta of call 
may place severe Umltatlona on carrier accep- 
tance and expedition of certain cargo. 

(5) Inepection and treating 

Porta generally provide this service to 
determine whether export .quality apeclflcaliona 
are being taet. Inspection and teating coa- 
panles are norwally repreaented at porta to per- 
foro the necessary work of weighing, sampling, 
analysing, and Inspecting; sone specialist in 
certain types of cargo, othera handle all types. 

* • 

(6) Fwiaation of car&o 

♦ 

Facilities for this service are usually 
provided it porta by established and experienced 
flrws. Cargo fuaigation is required by govem- 
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^A^i. m*nt r«3ulatlon In chc UnlceiS Stfites and abroad 



fot ^. awbabar of iaiported codeMitiea (••g-i 
ae^da, graln,^ tobfcro, fmlt, fibera, and uaad 
'clothing). An AdaiClonal corivenlence to tha 
Inporter, otfsred In certain porta, la the 
funlgation of carg'^ while It: v.:!Tiain9 in rrailera 
or vatie» vrithout thi nec-xsJty of uitloadlng 
aad r*i-oadlng. 

O) Dcnaatlc freight fotwardera 

Although dnueatlc freight forwarder!, 
uolika lataroAtlonAl freight forvardera^re 
coneerixed only with actual tranaportation of 
freight by doaieatic carricra, they alio handle 
th«! Inland 0K>ve«ent of overaeaa aa well aa 
doaeacic freight. 

c. Servtcaa to the ahipper 

Aa oppoaed to thoae trhich aerve either iihipa 
ar cargo directly, a nunber of organiaatioaa in 
■any porta offer aarvicea which are furoiahad prin- 
cipally to the overaeaa trader, whether he ia an 
iaporter or exporter. 
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etSI a)PY AVAILABLE 

( 1 ) Prtitht gorvTdcr* Jift<>. _c u« c ^-cwhonie broke ct 

?ur«iga (lnc«srii*tio-.;«L) freight fctw«rder« 
•nil cuctcweboiiso bvoKere p«rfopr. innuaierabla 
•srvlctft coAttccCttd wlch (Sect* ae motion » expeditloA 
•nc: routing of cargo, e.\<i {.snerul tupervltlon 
t»v«r the trtnfclt of ,a a»tlp!iient through a port, 

(2) BftnVJi 

United Stat€K Aud foreign banks finance ^ 
foreign ir«d« and off<*t xany advisory fervlces. 

(3) MTlna Iniuranca underwriters and brokers 

This gr^'t- is concerned with the Insurance 
of cargo agalnit loss and damage. 

Public and private agencies 

l^ederal, state, city, and cosaercc agencies 
give advice and Infonnation to shippers, see 
that proper faclLltles are provided In ports, 
and protect the shipper 'a Interests generally. 

(5) Poreian agencies 

♦ 

Foreign governaient agencies and trsde organ!* 
• satlofif issue and process neeestary' foreign docu- 
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Mat«tloa «ad prooioteiiiaovel.'.peifnt ct foreign 
tr«d« through imorwAtion and «/.hlbltf*. 



(6) Reference publlc»ticn aervlce 

Jr. 

litny porCf) alio ti^alnt^Ain an extensi ve 
current reference publication .service covering 
vital information on foreign tr&oie and ehlpping 
affecting the ho^t pert. Overaeae traders or 
their agents uaually will f ind 'euch updated 
reference acconaoodatloat to be indiapenaable. 

2. Airport! 

Sarvicca provided by airports cao be categorized 
«a those provided to aircraft, to paasengers, and to 
ahlppara and their cargo. 

a. Aircraft servicas 

Airporta randar fueling, aaiotananca, repair » 
and other services related to the operation of coei* 
■arcial aircraft. Airporta alao provide for Che 
BMlatanaaca and upkeep of landing and departure 
facilitiaa, supporting adainiatrative coeq>lexts, and 
•cce«Bodat|,oaB for neceaaary vaather iofonution 
mad air traffic control services. 
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Pancniter •ervlcet 

rhe pheriomindl rl&e tn air patifienger traffic 
hit r«Bultecl' In the ex^nnslrn thd'mod^^rnlx^itlon of 
Air tertnlnils to mecir the growing cmpleklty of mass 
pAssenger movements* Airlines and crcuounltles have 
endemvored to oieet thii^ lacremoed cemands in passenger 
traffic with greater flexibility 9nd more rcspoislve 
service. 

V 

Shipper and cari^o i t ervlces 

With the Incrersed hauling capacl«-y of cothbln- 
atloo pats«Ager/c«rgo pUnet and the advent of 
"jumbo all-cargo' Jeca, at? cargo. ah Ipnents can no 
longer be thought of at repreaentlng "amall. Light 
weight coonodltlea of high value." The sizes of fill- 
cargo aircraft have Increased to the point where the 
largest hsve cargo cotaptartments with the capacity of 
railroad baxcars. Increased volume of air ahlpcients 
tusy taring about lower costtt of air cargo tnoveoients. 
Hence » m the snarketlng of commodities, international 
traders may noy realistically consider the merits of 
air transport in the light of totsl physical distri- 
bution costs. 
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4* Air CTto ft» aortw 



Airport* provldt ncctiaary ••rvlcttt to haftdl* 
tht different eatttorUt of air cargo. 



(1) Air frouht 

Central «lr /rtlgfct eepreaenta the greatoat 

ft 

voluBt of air cargo traffic. Thla require* 
■axisroB coactntratlon of cargo handllag» 
CX lnap<tctlon, . and documentatloii aervlcea and 

•quipnant . 

♦ 

(2) Air e»praaa 

Air axpraaa aervlca la of farad in coopera- 
tion with SEA Expreaa through intarchaaga* with 
other vodaa. Thla provldea a faat and uaually 
;«08t ralUbla air aervlca. It la generally 
beat aulcad for enall ahlpa*nte. 



(3) Air parcel poet 

The United States Post Office provldea 
non*expre8a aovcaent of aaall ahipaente. 

(4) SS^ 

Othar air cargo aervlcea available include 
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Itoltttttd fvoiD ooilor i;iir}v-^,t;i vail 'mir 
truck R^rvlrft/ vh^lch Incorpor*.* a* ptckuf «aJ 
delivery e£ Air ijw3^iit& by ccu^k vith itna* 
haul wovem«nt by »tt. 

Services aorttally 4v«llible^ to thlppcrs at 
•eflporu*? CAn g^ni?.elLv rh^^ug'^t of as applying 
, et^ueliy well to Asrpor'.if — •ll'HifLng for iifferencti 
In the »cor« and peca) tdrlttei of miv taovement* 

Facllitlet 

To acccnacxiatt thlpa, cargo, and thlppert with"' - 
itrvlcftn prtvloualy d»tcrlbad, porti are axpecced to 
malntalR a. number ot taeilitlee. 

•* ChtnnelM 

SultabU channel depchf mutt be dredged to 
pcrwl*: arrlvAl, departure, and docking of modern 
•hlpa. 

X b. Piere and vhervet 

Adequate docks muat be built In order for ehlpi 
to load and dlecharge car^oee. 
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_^ Saall c^«£t bargri or vccws) uatd to 

lo«<S and di^ichdirse carafe..; htre burthlug of shlya 
is not ftt«tibU,fnu»t >«; ftv&lIaSlc. Ll^htcr^ge alao 

♦ 

r«£«rt CO tht 'jraiut^er of tT.il imlghe. Including 
•nclrg rail CArft, '^y cnc flnat co shlpi. Loftdlug 
and ubioadlni; oi ehi^t by .n«snji itf lighter! is 
nonoAlly supplAMutAl to shore- baaed methods at looat 
raodam porta. Howev«r, it an«t b« racognls^d z\Ut . 
many ports, particularly thoa« oc ditve loping 
countries, use tha sloiirer ItghLsrage uethod of 
cargo handling due to nonavailability or ioacces- 
sibility of dockage areas. 

o 

Interchange between rail and water 

Availability of intraport area trackage is prc> 
f erred to the car float. Port and pier area trackage 
pcrwits connection with Min line rail systena and 
coatributea to efficient, direct cargo loading and 
discharge. 

Road neta /id<? taaproved f^te^kB 

Adaquata road neta and aufflclaat pavad araaa 
atiabla porta to axpadlta through-put of cargo on 
truek-ahlp intarchanga aovaaaota. 

a 
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CTtto h*adlin& equipment 

b'EST COFY AVAILABLE 
HetvyTlft «nJ £::«ndard iihor««bMed cranea. u ' ^ 
wifll a* mdcquare «nd auirabl* naterl*! aandU..--: 
equipment (e.g., f cvk. iftii amJ v«r«hou«a-type 
tractori) er* indlspeniAble to modem port operetloae. 
Hsterlal huaciing equlooent, &3 well «• ncca«jery 
cargo h#.idlitig gear fo. unit ioeJ« and general cargo 
(2.g., iilag*, neta, ccnv^vora and palleta), ara 
normally pr-vldtd by arev'«orlng c «panita aervicing 
porta. 



«• Storaga f aclUcli»t 1| 

S ' 

Adequate vrarthouae fad lit lea, aheda, open 
cargo Btorage^areaa, and «levatora for handling 
bulk cargofct (e.g., grain elevatora) are required 
to accceaodate temporary and permanent atorage of 
gooda. / 

h . Container faclllt fea 

Contaliter lojdlng and offloading derrlcka to 
accoeaodate container ahlpa (tb Include apeclal 
traetora and chaaala-type trailer* for the aurface 
on-movament of contalnera) are daalrable. Spaclal- 
Ited container portf accooimodate loading and dla- 
charge of container ahlpa. 
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Atrporta . J 
m. Flltht ticllltlefc 

CooBerclal airport equipwent otuat, * miniiCMJ", 
include paved ruKwayft ^ t<i.awayis aprons, fuel- 
facllltUe, haftgara, lighting and guidance ayate 
to aupport aircraft operation! . 

b. . Paaaengar terwina 's 

Termiiul butldinga houae adminiatrative offlcaa, 
flight op«ratioR«, traffic control departmenta , and 
other UclllUe* detigaed principally to tupport 
pMvengcT process log* 

c. CarRO ta taiinala 

Pacilitiaa ayaUable at modern air cargo terai- 
m:la include varchouaing and atorage locationa to 
facilitate cargo concentration, aegrcgation, and 
trana-ahipvent. Alao found here aie ■aterlala- 
handling aquipt*ent, convcyora, hoiatlng apparatua» 
■Aod variatiaa of cargo hanging gear (e.g., palleta, 
alinga, cont.inera. etc.) which penit efficient 
BoveneDt, loading, and dlacharge of air cargo. 
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4. Inurch«tta<ft iaclUtUe 

BEST COPY AVAfLABlE 

of ^urfact pickup «nd ^^.ll^try vtkicl^s c&utt bo 



Optritiocii and cout&uc cenccirt for «lr freight 
fonr«rdl§rt» cuscoqis brokers, SkS^pcrt packer aiili 
other e^eciellstt provlJlng i^rvlces to overeeee 
trfidere ere found orv the ;freinleef or et locetlons 
ntar major airports. 

Oparationa and control Areaa for governaent 
^ aganciaa (a.g., cuatooa and h«alth ofClc* .la) coa- 

nactad with fie axport and Ictport of air cargo muat 
also be accomodated. 

E. Rataa. Charyaa. and Special Port Regulraaenta 

/ 

1. Saaoorta 

Porta ganaraily derive their revenuea from chargaa 
for Che tarvlcca they render and the facilltlaa they 
make available. 



a. Standard pert charaai 

I 

/ 

Regular route ateiai ablp llnea (liner or berth) 
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IcicldaAtal to cargo h«krAdiiO|(; such cU«r]/et} aiie 
incorporated p«irr th'j qu^r^^i cceni f>'^ght 
rataa. In caa£J( wh^ra ihlppurd are r^quirao to pfi^y 
atandard port ^harg/ea for Icadins and diacharging of 
ahipttisntay t^^adexa ara urgeJ 'i^LJ^nnioa specific 
racea froa ;ort nuthoiltfeo or 4ii.;i»i\t« . 

Ship cgrvtcij rfrven^ ^e^w^ 

Ship aervicifi rav^jnuaa, generally, derived hy 
porta in:;lut^a ftet £cr line handlings dockage 
("parking fee for ahip**)^ and ^harfag« (fee aaaeaaed 
f or aoviag cargo acroa*^ the viiArf); the latter charge 
My.ba levied agalnat chippara If it la not included 
aa Apart of t t freight r4&^.e. 

Special cottcaaalona and panaltlaa 

Shippara ahould clao conault carrlera or port 
authorltltc concerning apeclal concaaalona on ware* 
bouae atoraga tlM and extended demirra^ga tlaa that 
My be p«r«lttad in conuecTtion vith export* iaport 
rail MovttMinca* Deeurrage' re £ era to penalty chargea 
laviad againat the ahipper iiho holda carrlfer equips 
mmnt (e.g.* • rail c^^t) beyond th« tl«e Authorised 
by the carrier 
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Port ch«rg*t« practiced, «od •ptclal require* 
mftnca aff*ctiiig vrnvta^at, cargo tbrou?^ porta, 
vat^* f<w different atctlona cf '.\\« United Statta and 
ovsvffdia. Hanee. overaiaa tradera are cautioned to 
conault carrlera, freight forwardera, agenta , or 
brokera :or updated cc»iplet3 cltationa of ratea , 
chaiges-. and special requijrewenta that may apply to 
cargo movements through porta, a» well aa acceaaorlal • 
aarvlcea that tsay be rendered by apeclaliata. One 
bibliographical raftrence that may be conaulted la 
PORTS OF THE WORLD, which provldea full data! la of 
port conditlona, fad lit lea, expenses , and apeclal 
requirements . 

'J 

«• Special charRga 

Other princlpel cetegorlee of epeci. I chergee 
Include; 

(I) Ifaaw lift feaa 

Theae feea are gcnar«lly aaaajJae. ur all 
llfta above preac^ribed minlBua valghta arying 
from two to five lona), daptnding on rate 
aehadulea involved. 
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Xhi . p4rticaLar charge wy b« ti»<^ucfid 
• ignlf iciatly Vi^ uwv the. ieirvice» 
doiittclc £r(^lght loi^'ardara* For exmple^^ 
vhon a shipper caix offer mcderalely Large 
quAntitie^ of overseas c^^rgo, a dowefitlc for- 
vardc^r can oftca ea ^ hiia pier deliver> ^ad 
pick-up chargea frequently aiieeiied by other 
carriers on ilf&llar quantltlea of forelgf^ 
ahlpaienta« Ai a ccmzaon carrier « a domestilc 
frtlthr. forwarder obtaioa one Cree pl«r 
delivery or pick-up allowable for each ahlpaient 
Mating a apaclfled ■IdIbu. weight. The aliilmuD 
weight requlreaenti are usually tuch as to sake 
thlt aorvlcc attractive for the aovevent of 
laaaothan-carload and lea than- truck load 
quantltlea at coiaparable ratet. 

Export- iMPorL rail ratee (rail to port) 

Shippers ahocld check with the rail carrier 
which they plan to uae to deteraine appricable 
provlaiona 'for reduced export-iaport rail ratee. 
Such ratea any be either the result of govennent- 
•tttborlsed rail rates that are lower than they would 
be for transporting the saae produces in doattstic 

4 
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Mrk«t«« or ch«y My b« actrtbu*^ ibU to dltfartntUl 

Alrpcrti 

Gtntrgl i^av^ni*^ tourc^r 

B&«lc. revena^ i^ouxc^^ji tor ^icpjvtf tra drriveJ 
fron Undlng f<ias frcrn c.ri.;uc»ci4il opcrmtiond, fixed 
b^aa And cthrt tlyta^ oprratioM (^^g ^ fllsht 
infi^ w:';;ctli><:t , chi ttt ft*nd contrftct strvlce^), find 
hangar rcinreU, ai veil an aircraft «ror«fe. 

Spaca rantal in tannlnal bulldlnga for r^'latfsd 
4^vlAtl«>n actlvid^a » *veath«r bur^fiu, cuatoma 

«nd Ir^igraicloii aarvlcao, airline ticketing offlcea) 
contribute Additional general revenues. 

Induatrlal «rea rencala In varloua aectlona of 
the airport 'a.g«» Air freight varehouaea) provide 
iupplimental Incone* 

b • Cqpce*^ Ict^ i 9.nd frapchltca 

Alrporta obtiln additional revenuea fron con- 
ceaalca*type aalet of gaa» oil, aircraft « parte, and 
acceaaorl«;ai Significant conceaaidn revenuea are 
alao derived frooi apace rental of teralnal. buildings 
for ron-aexonatttlcal actlvltlea auch aa reatauranta^ 
tourlat bureauat baggege lockera, and varloua 
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Fr«ttehic9« to coicpAalesi |>rovlc' Lni^ curif»c« tir&iui* 
portAtion for pn?iettg«'-* be«:v'c»n «5rp^f't« arA 

At providing tcl labia ground t^edar «eivlce for 
'alrlini^u* 

Alrporti l«vy «{*,*cial rUf^^r^^a in co;in«ction with 
doBMfttlc and lcit«rii«tlof>Al ai. ratjio fhlpnerca. 

« 

(1) plcVjp and daUv»ry 

Spaclal chargts may ba aaaaaaad for aurface 
vahicle pickup and dellvary aarvicaa viiar« atieh 
iiarvlcaa are aot part of tha ragularly quoted 
freight rata. / 

(2) Cagfl ; o ralocatloo and aarvlclog 

Additional ifaea are generflly iapoaed for 
relocation aod other aerviclng of cargo 
preparatory or aubtteq>ju»nt to air aovaaent. 

(3) Storata 

Uarehouaiog, regular atorage» m'xd cold ato«r 
age eenricea normally require apeeial chargea. 
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(4> SjHicUi BTvicen - bLiil GUt^Y AVAILABLE 

Airports charge ?;itr« foi *uch •ddftloMl 
••rvlciua «« iSpACklng, refua ^ng, measuring, 
Vftighiftg, ovcT'fing, Ubeiing, i.\speetlr.g and 
document i. . . 

^' Xnfg'^Wfctrlon Off i-atps and '-haygga 

XnfcdrnacionAl r.radiiira ahould contuLc wlch car- 
riert 4nd airport authorltJe* concfetning lafom.acicn 
*tvd r ojif i4rtt4tU'n c»f upeciAl c'laruei, ruLts, ^nd other 
r£aui.reinenta conncct«d wUh atr cargo ihlpinenti. 
AddltlottAlly, oy^rteas '.tAde apacULlata (e.g., air. 
frtight forwarderi, e«poit packera) will provide 
validated and tim«ly inforajation on rates, f eea , and 
•pacial dcaanda related t:> air fhipmcnta. 

The foUoNring bibliographical referet^ce« may be 
conaulted for added mfomation on air cargo traffic: 
r AIR FORWARDER, with directortea of forwardcra and 
aigenta and artlclea concerning freight' forwarder 
oparatlona: AIR SHIJPERS MANUAL, with ratea. air 
cargo dlrecto.7, atatlat'.ca, and air co«,t aatlyaea. 

I 

ff Porta and Trade Zonea 

■r 

OveraeAa cradara may find the' uae of fraa porta and free 
trade sonca advantagto^ in ahipplng and marketing their 



products. Fr«« pc.- had f ta^ti^ t.ci\6» ,->Uy f.h« foiliA^ing 
Ivporcanc roUa in prosBorlag \tvt«rnatlon«I cr/«w;v.j- thay 

tatlog Inporta; auc e»i:abU»h a ^l.:*' } -.nl* tn r.be uroduct 
dlitjrlbution ciiumjrl. In Che Utitsr ^oannctlor » free «orct 
or porti in«,y aervt at pructi;*- 4i:.erii«i vea for eatabilshlng 
fAclIitiea owerieat. Free potL fres trxdc zone de«lg- 
natlont ate at tloMS ueed lntarch«ngeat>ly, but there Is « 
dittiactlr.a. 

I. Free Fcrt< 

Free porti (or frea trids ?orct) noriaally coaprlte 
ftn eacloscd ttr<«» within or ne«r « port sequestered froo , 
the rest o£ the 'coutitry' for customs purposes. Examples 
of free ports are Uoog Kong. Singapore, and Gibraltar. 
Except for silal/a) cuktons fortsalltles good:* aay enter 
such pprts duty-free regardless t»f whether they are 
Intended fot re-»xport or for Ires I co nsumption. It Is 
prlnarlly the "re-»xport" .;onsl deration that has accounted 
for the ^vportance of Jree ports. However, tha Increasing 
use of free xones seeos to t>e displsclng the position of 
free tr4ie ports as distribut l.>n ce/icers. 

2. Free Trade Zones 

Free trade tones sre generally enclosed protected 

areas, which are either par^of, or near, a port of entry, 
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• * |;|;vT CO^Y AVA! 
Into vhlch ioporc«d goodi«'ttot cch**^!*!* -v* f"-; ^fclrad mty 

bft pUoftd without fortaali .uat-tof o»\:.ry or ptv^^ut ct 

duty. Within tht coniin-^s of t no von*, tjoods 'a«y 

unlaadftd, itored, sold, «»h;v>ini<, .Ti'«a wl'h cr.bar 

foreign or ll^ln«•r.^•: gt^cdi, rep«r.ke4 , .v.e»i,i*d, t^arked, 

tr«d* »on«i penott th« full >.&a:<« o£ .;o«ifttrcUl «nd 
Industrial activity » fioai avjiple otortg* o£ rt«- inat«rl«U 
to aanWcCurla? and »alo. Gnoda r, at arj ra-«hlpp«d 
to foralgn-t'Mtiaaclona aay leaN '-^ a ^'rar trade »on- without 
caatoo* auparvlslort, but If theta good* ar» reihtpped to 
doaiaitlc daatlaatlonn , international tradtre mutt comply 
vith jixiatlnft cuscoua lawa and procedurao. 

Pr«e zones ar«? nonaally operated by a public or i 
private corporation. In the United Stataa, free trade 

I 

tonai ata called Foreign Trade 2one» ; thaea aonae tfre 
derated by the Foreign Trade Zone Board, aontisting of 
the Sacretarlee ol CcttB«rca« .T<pa»ury*, and the Arwy. 
In the United States, ipeclal-purpoie iub-sonas o-ay be 
astabllahed; they are usually located apart fro« the 
Ppraisii Trade Zonee (e.g., « manufacturer's eKistin« 
plant may be deitgnateU as such s sub-tone) to allow 
addltlooal atoring, aaeefflbllng,, processing, or^ manu- 
facturing of gooda. 
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' 3. Functlanq 

This oit«n is oi grea^ /«»ue ir i.ii -^y**^ ^ -"^^ ^ tru'le.rsi^^ 

^ or» when *ppr<^px tmf.<^ , t!Li>urt>^<3 i^nco th« .^cuntry hoaciag 

the xone. Ii^iported %oocia may sent lo zomm without 
fonaal cu-^cr/ai* to':ry. p#:^iV:,il duty, or fvrnishlta of 
bond. 

Ttaatport^tCloa and cuttowa casit* may be reduced by 
ahlppin^ Scoda ta dtijfis«sinble^i xora/^.S^, turnlture, to 
a aon* tor aaaewbly and aubaequ^^at Inport or re-export., 

Diapl&v and exhibit of raetchandlae at free sone^ by 
foreign trade flnw it permitted, ao that ordera «ay be 



taken for unllaited tlM perioda without requlreaent of 

• ■ 

duty payMnt ^r dlaplayed cerchandlae. 

G. Org«at««tlon of Port* 

_ ; 

I. T ypet of tKinii&^acot: \ 

Port wiiiagit»e.it ay«te«a are ^eneiAlly of tour typea 
govarcMut, wioicipai^ corporate, antf private. Govern- 
pfht^operated porta vauaily evprcaa nhe national foreign 
policy; the flew of trade luiy be * direct reflection of 
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• BEST COPY AVA'l 
Cht n«tur»% 02 that pal'.c/. f.:r.i op-.«»t.il t> actiici- 

the pav^ch^«l '.ntpt'; '.i * ' e ' • :. :diaf,!f -.f '^i^'^ 

port U p«ni-.ltr,..^ ••i-.^vr? v V th-^ cr.-.-i r-t gr-.at-M- 

operAt*ir' pv^Tttf to • . i:i^.»ly free :rct.. ' 

for Aie-Jfd eyp.nsion. : vi^ # .> • op- .*i-d f^^vtn ere: 
Choug^.t t:> be a'- i . , t-r -rl- e-S but linlr r'-J cwpital 

may pouc tilsnitlc*.>r. ccr^tit -ti\xt% o:-. *.hc ef£tclen^/ 
^.hei; operaL . -ns. 

. In vlt-w of .tU tf. ..•.ort^u 'f pof t* to uhf. nscionai 
ecorioaiy tni interoAtlonal tr^ds, tneie hae buen a 
tatvdtncy tr pUce port op«5i6tif !i» under the control of 
port AutVsorlt le« . 

• * • 

' Pgoc r lpLlcn of P or t Author trien 

Pert ftuthorltiea ftre gancrally 'subd .vlilciw of local 
govsfoaeritt (s.g., cltiev. dvinttes, statei) «uthorl«ed 
to provld«, opijrftre, and auetncain terralnal, tratiiportation, 
4r!d Quur f*;: Lilt lee .-.r cnc-jnetoe; ch^y are desslgned .to 
ttd ch« econctny of thtlr reaprctive local'^or ftate 
goverrunent* . 

s port «uthorUie« are u*w»4»iXy empowered by loc«l 
gov«rnin«nt8 or •tfttesi tc parchafte, conitruct, le««e, and/ 
or oparatt^ny t^rtrlcal or trdfisporiatlon ficllltlet 

f 
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vlthln «*po't ^x»tri :i: T>- '« oisrWo. itltfdi, ,»4'«iviribe. . [y 

ehs port financliillv eelf #^;:^voc\ ci'^^r,. Although port 
, Author tclts ara t^^uil i v'iift^^octatar v*:*:^ <ht np^vatloa ot: 
^ttAlQibit -an l ' or>^r), they nt^ a ^^o t jxii^^d to 

opartte pui'llc vvroj€^ :t« #och « « sraii^ic^syatama , 
lndu8tri«l developttta 4> tia^clc^ anti toil bridges. 



3» /Tyri^cfll Sft:aytc<? ? Prn vif gu bv j\c>t Au thor , 



/ 

/ 



Typical & «rvic«9 fu^ aUb^sd by port authoritia» In 
oparatlng^tanainait ^.tea «;«^d/or alr)» extending to a 
prcicrlbc*<l radlut of th»t »ffi£, 



ton ot l<iciLlltiei 



'Provitloa of naotoAry f«clUclet^ «qul|NBeiit, 
«ad liRprovMiaati to render offcctlvie tervic* to 
c«rrler« «Q(k«hlpp«r8 ie> one of the prlacip«l 
•ndttavovci Ci»# port auchcr ltle*. 



h. gapraaaotattoft ^ 

t. 

Fdrc author It lea make every effort to aiacure 
« favorable trana^ortat ion ratea\^aatfj^^ cherg^a 
In ordar^to permit tr4idr expacaion for their area 
of Operation* Port authorltlea repreaant their 
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ports In hrarl^gt with :^^'^ui? >^;> ^irt-'tttifr lo !>fct*iln: 
1 • ♦ 

I ' • 

J « 

Convtraicri «lr.*^'^ ^ f "^ad tyC w:iu§ of tsnnlncil 
docu»«ftt«.tioa f oi o-'irai^. sV.r,.,''.*»ncs . go «« to iaipr^ 'S 
tha economy knd etfic^e.icy of wovirt? fcret&a cyst- 
iflfifc* thi-oi*%U th* pc\ , uncthai .iltp of pott 
.author U^.8»*. ^ 



Port ftwthorlLie^t «n?«jte In ret«#rch ■tudle»» 
dtaigntd to lnrt»«i# tr«n»<'t tr«d« tnd loprovt pert 
B«rvlce In kerplng **ith technological change (e.g., 
cc;it«lntrlxatlon, cowputariettlon, etc.)* 

% 

4 

fovi Informjitlon and reference tervlcei 

Int«rm*tlon *• to feclUtlei, iervlcea, and 
oth^r d*t» concerntnfc pert* aa^ b« ootalned by export^rt 
and Importeri ttost Chamber* of Coaaevct and Rcrt 
authorltlea of "aroft pert citien of the United Statti. 
For apeclflc ^ueattoni, ihippcu saay consult indl- ^ 
vldual rail, air. and »tea«ahlp line traffic bureaae r 
' cuitonahouae brokera,' forexjn and air freight fpr- 
warderi/ foreign trade depertcaenta of loc*l chamberi 
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I 



r 



of eooMtct. and fltXd t>ifU • of ch« .U«ro«u« of 

Aaerlcan port«'«nd their facUltlo^ An- jaivlcit 
•re conwUtd la "the following pv:blictttotn.-. \ • ■ 

Citftcai Hc »i&e_Gt>ijl.' ActlvttUt. fftcillti^. 
ch«rs**i caaccfta officixla/ port fcuchorltlt^f , 
ch*mbtre of ooaaaerce, aof- 0l-.€ctory ot the 
•Mppifig trtd allteU ti«<ie*.- 

Exportora' Eac^c lo^gjUa . Porti tud "f«ctlltie» 
stttairship' coaiptnlea, frelgh": forwarder*. «nd 
' cui'toBW oroker ft. 



0 



\ 
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' * • / 

* 

.tldartbii'. t«chi:ic»l i^nawU^fta 1g n«iii«sar}f 'to the h=» t'Hiv. ^•'^ 
•hlptathti beyond ':h« cnnrinontai ?.ia>tt£i of Vaittd Scot^t. 
tb« «x ten* of tne r«?Bonait>tllti-*8 ot che phytlcaL diitrl- 
bution ai»r,«g«r for th« hsadlina ot *uc*i eh'^pmouta dependa In part 
upon th« organixattonal saakaup whUh haa baan craated to hanJU 
£or«lgn tradd. tha aarvUes of Ch^ Traffic Oapartnant ari an 
iaportanC fectOT^und, indeed, can te tha d«icialve f«ctoi In tha 
auccaaa ci a fLrraU ov^ssrteas buainc^as. 



A, Mathoda ot axportlnfl 

Thtrt art tvo gtntral ways • firm can go about axportinft 

« ' 

tndlcact axpott and direct export. Theae tw nathoda of 
orfcanleitig* f.or axport differ In ragard to how the axporter 
carriaa otij tha flow of tranaactiona betwaan hlna^ and* tha 
foraign laqjortat or buyar« 



I, D tract Bxport ^ 

In diract, axport a^ll tha .reaponalbllity for taking 
cara of intarnatlonal aeillng actlvltlaa la In tha handa 
of tha prodacar. Thaae actlvltlaa ar« carrlad out by 
ao-callad dapandant organizatlona that .art adalnlatra- 
clvaiy-a part of tha producar'a own coapany. Such 
dapandant organlaatlona aay taka aavaral forma. There 



V 
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mtty hm a dom6itlc«b«ii0d C^pAvcxerii- or division to tfiko 
^> care of tha ioriiign «flijo vx 'instccion. The pr(;i!aC'-ir may 

aapjirate ovarsaa^^ aalea au^ei^jdy,. Anoth^iiv aluernaciva 
la to uaa an ovarss<.^a otQ'ra^^t warahc^using €e'.ciilty« 

1^ ^ markdCSy who r/«y or xt.Ay ^^\>' ^vBlj ^^xid ^ branch ottLct. 
Ptnaliy, ov€raf «^;-b<iuu'ii d*avvi'-iit^ia anrf i^j^ents nwy be 
uaad CO. serves forai^n warkeciJ d;rec£iy, • Th*> i>iQt!uce/ 
niuat chuod^ the raoa.'. apDiopiia.v t^diuii conalderin^ 
oaay cooplajt factors, cau tha tcc^L rc^wponsiblUiv for 
carrying out tha tranfijcricn falln en him^ For thla ' 
raason laany tinaa. capacielXy thoaa juat beginning in 
exporting, turn to Indirwc*. exporting, 

2. lodlrafeL Export , 

In indirect eiLporc ttie producer uaea* the, aervicea ^ 
of aeve&al t^pes^ of i ndayendent infrefnatibnel marketing 
viiddlaaien» T^ua, vhen a pvjdtiCtt cxporta indirectly, ^ 
reapondlblllLy for carrying out the aelfing teak. la 
tranaferred to aoeie other oiganlzation. ^ 

♦ 

a« Adventegea 



1 



Som of the advanugas of uaing tha. aarvlcaa o'f 



thaaa intarnatlozul apeclallata ara aa fbllowa: 
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rtqulte no laci** tia< « a/fcrt tacn making a 

(3} FavP'jsi f(^l^9 t>« built '-Jp quickly, 

cnturftli Vii ^h*^ cvfti'AXiiJi arcias and may bav« 
rmniy u«rU.«tf tor th* producer'* pxoduct(8): 

Thais IJ ieii>< rt^sk for rlu* iiymuVACturii;: , 
which it p^rttc'si^tly ir^rcrtjnt tv the bu'glufefe^ 

(5) , Salts opportunltiei' which oiy not b« «cce«- 
ot;h«r»lt«, jBMy b« joade avalUble. 

rilaadvantaflat 

th«ra trft.alao alaadvantitsaa to Indlfec^ exporting^, 
Itvcludrtng tha fol loving: 

f 

(I) Tha middlatran 3w»y not- promote tha producar*« 

^ product acclvaly; 

C2) ' Mlddlaman ma-y not prsvlda ptraanane salts 
chanraU, but latbar way ahlft thalr aourca of 

• * 

supply to another producar jfhart graattr profits 
art possibta; ^ 

« 

(3) • ' * Cj9<» of Intarnationa^ saUs through mlddla- 
«an mnd to riaa proportion to voluaa; 



(4J^ T*>o pro4a.:dr - direct ^^x^h 



«ftlliu^ ^ili. ?ir.r* t>i*i < ..pe::litf nrtO foreign tk'cighc tor- 
vcro^k: iiii Iny^^Ij^blft ali i a «£tUx£ p^ng^ Ic dtiould be 

iurk«tlng Otiddj^tiMn* But , at "h^ nlsMi he can b% ^ 

^ valuadit ally fox tht expert ddp£ir(urj^r«t ^ and can b« uaad 
to «fiv©nt^ai;e In :;iindllag torel^jri business* ^ 

f Xha freight forwarder 1^ «n iodispeiideut bualneaf 

aan who hi?^ nc ^ ; ;Yi',ni- lal the Ketchanulae« 

Hd can 3u alttoac «nythlt(g comt^cted with an ^&port 
ahlpoiftac . excvpt :&.rf\uf«cture and tell the product* 
Ula ablllcy to ^^xr^ngrn fcr overWil afid firm dooi^^tc* 

door tTMn^paxt oifert afkAhW") axportera to vaat 
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lrtr.T4K«fr;r$ d*!Mvt<J, 1:1:001 ic' jti^n Mapoit* • t(»t quotatJoii* 
fln "dinliv^^***** i:^r^u, ?i; a riio intxpt^ ^.tt^Ktd tr«i<tet 
and tu« r<*s^Ur ttAUai ofttn declJu a^ake tall 

# 

t • . , 

# of fhiDQi€»nt; #OT/»L?.a^ ojir. e.<. »; t ^ccdu* ; .^^ying ^^^^ 

^ . chirgg* (and t;-3n ^^ndlT^j th« exptnuci ^ •ingls bill) 

by the ttxport«r, «irrjtn£ing «nd advitlng on packing^ 

* 

aarklng. «nd UbMllm^ of goods; fcUecitig Cha means 
oi tr«n«)^ort and organising tha transport oparatiou; 
' arr&ngir.3 fo. transp^rcatlon insuranc*; carrying out 

^ th« nacassary docunaRtaelo^i And formal It laa including 

cuatova claarlng; oyiking tha.necaaaary cooBiunlcatlona; 
advlflng on nav davel(M>manta in tha cranaport flald, 



^ acivifing on nav oaveio^a 



including nav vay$^ of unl;lslng cargo^ , Thia la* not 
a coaplata list oi the aervicaa of tha fraight for* 
wardar, whoa* activitlea vary in •xt«At and ciMrActar 

* • 

« froR Induatry to induatxy and frosBiCOuntry to country* 

\ 

c. Advantagaa 

«t ' • • 

Tha agivantagaa of tha* fraight forvardar^ paiLl- 

» 

cularly to tha Inaxparlancad axportar, afa * obvioue . 



ERIC 
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Although h« -Au p^rC-Vis ^v»r> , ^ -ec^ ..^ai phy«lc«^ 

placdtd until sr^ipisant; 1« i's^J ' ^nvC f.;. i -^^r cf 

contribution 1» per^o:^ns ^^•^ traffic aiwi v*ocuJi«jJttca^ 
tlon funcciona v)n V.aLe..rMt:i^u*wl .retfiWt •ucveifterti* 
Also, bocauftrt Lii pv'iutul.'? xux the fo^rvacoar v^- 
conaoitdat* aun .i u^nta Into larger onOHj^e vev 
ottmn j^SXi^ lovftr ahltipitijj r^K^^ tjj^n any inalvtt' 

saving c^llsJt he M be pa*i.«:(l on U^^i a>;pC'r«.er, 

4 

; • - - 

Air freli g ht: ^orvaroti: ^ 

With ragtrd cc* 'shlpflwrit by «lrf It «hould be 
jaaatlonfid rrt»t' while uo»t freight Corvarde"r« handle 
»htp««nt6 by «.ir as a loutlna ttrvic*, tome forwardtra 
spaclalitt m a?- uhlpwenni. Air freight* forward* ta 
offer docuwentation and tranapor^atlon aarvlcea. from 
point of origin to point of.deatlna.tlon. It abouU , 
ba noted^ however, th^t there. la one diatlnct dlf- 
* ferenee beiSlwen ocean and air forwarder*, *^*t Ua«t^ 
In the United Stataa, that, taay affect* the degrf e* of 
protection enjoyed by the exporter. The United Statla- 
Civil Aaronauplca Board haa ruled that the ai/' freight 
forwarder la an "indirect carrier." ^§ auch, he haa 
cdtawnjfarrler'a liability and auat sake good on any 



1« no: tht Liigo *ov t,ie lagul^r vc#itp foreign *fcai4j:it 



t 




|n ca-aottns ^. trelgnt fci-vdi^Ser tailzie hin* 

ficcort. Fir«t ajtc the corwnrdttr'i ciiaig«s* While s 

A«&:»*j.At fot Lhn* 3ft:i^n ecrvice, thia la not .lvs>i> 

f«ccor to talcs i.nto account, 

Tht fonMirdar'a .financial rtaourcef it another 
factor, IJfually the forftartSer paya inlarid tranepprfa- 
tlon charg«0» docuaantatlon f«eiL, fralght blUa and 
other charges, and later coUeete from hla client. 
He neede ednquate flnantlal reiaourcea to cover tbeac 
expenaee. ' 

r 

Slae and training of the forwarder 'i.organl* at tni> 

me *l«o Iwportant.. la the staff U^ge enough to iMke 

eedy and efficient aervlce poMlble? la It Mil 

trained In ffelda luch aa docu»«ntatlOA, Marking and 

labeling regulatione? la U ebfMat of the Uteat 

re ^reaienta and changea In docuoMthtatlon? 

f ' 

Other £acuor» are the foni«r<ler'a reputation, nit 
field of apec lallaatlon, and l^lj connectiona abroad. 
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to o£i>i- •«rwic«< ;iot fetCiCtly ccnn«ct«i vlth th« 
.-^ftllvery ci. 'hp ;jocds. ::.wS may d«nd «fanle.5! an.iad an 

tie m> fijf.«ni!;<> :or i.-ite jrcctra and gulde« anU .iske 

' r 

..> ' Tuo ttt-aln t«jk ci. A cutftoir^iious* biok&r 1« to cle^r 

*8«nt, i{« Miy itlit i^cmixst anH forvatd goods, although r 
does tnl» «« a leftward agant'or aa an agent of the 
foreign ahlpper. Cudtoiuahouae broker^re licensed to 
operate, and a* a apeclaliat In expediting ahlpaenta 
through cuiLoma they are sble to perform all needed ser- 
vlcea at ainisaum coats. Ncrmally, cuatoma requlretnenta 
are so complex that tie services of these specialists 
are neceaaary. 

* 

t^^g^gy tervicefc 

* 

Special cus-toms Involcea and Che bills of lading 
are aent to tha custofoshouae broker by the Importer. 
Intimate knowledge of the rates of duty pre«crlbed by 
lav enable the fonaer to calculate the appropriate 
aaounes of duty ^o b-a paid, baaed on invoice deacrip- 
tion of cbe oterchandlse. The valuA of each class of 
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merchdudise i* calculated ue partite* Ih tht- currenc\ 
ot cue iLnvoL:« an^-i t^j.* w-.javfi:-^ tj^. United Staf.Ci 

• . • •» 
to tae/^tnpcr;.'ir • a ueii 14^.1: an carrier. Phi? bvokeu 

dutiei. la shore, t-.if .: j.^ihoute broker- ts the 
gj.\/cn tall trover of Mtornev >o ;he j/up&rtet.-. 
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^« Other ser vicefl , j — 
. ' . ' 

Bec4iu»e the ne|d tor aaslatance by Che importer 
usually ^oes nor. end when goods are cleared through 
*cu8tow«, many custonshouse brok<er© also act a* freight^ 
forwi^rders. In uhia capacity, they wll^^;^Ange lor 
shipment in the manner specified by %he importer. As 
an agtr.c for « foreign freight forwarder or on behfiif 
of a conalgnea,. the l>roKer forward* tn bond merchandtae. 
intended for ihlpmcnt to kti interior city or for 
re-expori. Many firma combine the activltlea of 
forwarders ard c is^tooiahuu^a brokers. 

1^ Custom Attorneys ^ 

In ragard to cuatoai it ahouid be notad that, bccauaa 

3-279 

t 



u 6 ** * 

^ ( 

officers L.i prc(;«edir.gj aifuc.i,.;.. t.iC v..: ..-<.iwi -a 



■ • * 

Ct.ft altrrriAClve for zhe evoclter In llcj or 
••ttlng up nit c«wr btynth w4r«i.t,u«Bi in forelkn 
a^rkiiv* its co u«<i th« service s.or_^re«dy exiicing 
•puDlic w«i«hoiui(»«. In talectta foreigA markets such 
w«r«hous«« can »ei.-v* as a valiiable link' in the physical 
dlatrlbution tystca of tha axportar whoa« operaLion 
abroad doas not ytt juaUfy branch warehousas. Such 
a branch vcrahousa aay ba rulad out either on the 
bails ^pf Irregular storage raquiraiaents, or because 
th« vcji jart ujf trade doe* not yet uvaKe tlu- ut.-cfc'i..s.ii y 
Investmaht practical. PubKc warehouses, proviJing 
auch services ae unloading, scoring, packing, etc., 
are being aacablished in many psrta of the world. 

b. Bonded vsrohouaas 

So^ public warahoucas are designated as customs 
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from payment ot ddty en for*^ :.,4n pn^dixti* 'chtt i.v«. iMt«- 
ntted for re *x?ori ir. unchanjia.: toru., «;ui uUc'tf 
poatponemei.t c'f ita p:i/-.v.Mt ' • v-^r .'..rj'.-i-'' s -"'- - 

import*! da-ir*« to remove th- h.^j-^s . fro.:, the wtr«houHC. ' 

bcndfeU w«.L<^t.oi.£efi. i' : r *- ^ j ay-'a;. v.tit'fl. The - ^ 
activities cirrlcd cii bondf-d warahouses fire under 

Foreign trjid^ gor.aa 

lh« foreign trade zone, eUo calUd tree zone, Is 
a facility •imiUr in func-ion to « bonded warehouee. 
Technically, iiowevet , tue two are different. Merchan- 
dita held in a foreign trade zone has a atatua entirely 
different from tnerchandise held in a bonded wareh^^y. 
Aa no cuatoma entry ia nade for merchandiae in « 
foreign trade zone, it ts noc subject to the verioua 
re^Atrlctiont ifnposed on Imported m^rchandiae. As 
* long aa the foreign n-.Tchandlae ^eawiins in the zone, 
it rctainf the aame atatus as if it were still in the 
foreign count cy. Kerchsndise in a bonded warehouse, 
.on the other bend, has lieea paaaad by cuatoms, but 
la being held pendlrg payment of duties or re-expn.rt. 
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7h» p^XT^c^kQ ot Chetd toAi^u Ic^ tci tiiillicate traffic 
ill foreign $oodf tfnl;.h r^r^. brougtic Inco the*councry 
for yvftatuAl doiM^clc c.anfuttpi:iOA/''anU for re-*expart 
to tacfiL^ aArkeue ^fC&iT ha^'itiii baen condicluned, 
or cof^i^inod, p^nhaps vltlv domestic products. In the 
Unlttd States, foreign trade conts ar^ located in Ne\: 
York, 8«w OrU«n«, S«n Fx«ncl6Co, $fatcle, Toledo, 
Honolulu, aiod Mayaguaz, PufirCo Rico. 

iKport y*ck»rs " 

S . » 5 

Adoquitft packaging and packing aathoda and an under<> 
•tfHi4iJig of tha tranaportatlon phaae of tha moveiDent: of 
goodt'ara naeaaaary In nainuinlng foreign markets. 
Ganarally, packing eonai^ared to be ■nfflclant for dom- 
•ttlc ahlpplng la not atrong enough to withstand the 
rigors of sxporc shipping* For this and other reasons, 
Miny oxportsrs rely on export packing concerns found In 
'ciM prlnclpiil porta and other najor cltiaa. Theae concerns 

have developed appropriate packing techniquea and are 

'* # 

3-282 



BesT COPY mmiE 

£lrmt will alfc g* «i48ri£tc# aaf^s •.rri/al oi tht ^o*>c:^ ^1* 



done by packing flfw:^. jir.^^-^ ^^c^« «%ni^ii: Lhey vlli '\:uL 

■ 

cornora'* on packing spiicllrccitioafi , vtth -diaaatJTi^-cs 

Ejspcr^ packing" i a ^ t^^xs/iti^ In which the freigbt 

forwAi^iii* can provide t^ccelUnt '^salatance^ Th^» are 

elao experienced pa'^k'nj? <*rsMieei'8 a^alt^bla on a vojiaulcing 

beala to gi^a avl/lc<u jx\ : 'ic; ^ub .tct of exvoic pecking. 

« 

Marine Inaarenc^ coknpnu^ea, li veil aa tru^rine Inaar^nc^ 
btokera^ vlll a Lao glvft help end advice on pkcking U>r 
overaeee thipmenca, 

Trenaportatlon Inaiygnce aryl Export Credit Inaurance 

Lost of or damage co Qo^da while in transit ia one 
of. tha Inportant riaka Involvad In a foreign tranaaction. 
If marchandiaa placed in the handa o£ an Inland carrier 
la loat, atolen or damaged, from other than "^cts of God," 
«nd a few other coonon-law and statutory axcapt'loha,, the 
carrlac la reaponalble for aucU loa'a and uauall^ paya 
any reaaonable claim. But over the yeara, overaeaa 
carriera hav« baeh able to limit dfaat leal ly their' 
liability for laarchandiae carried, except whanftheia aaa 
been negligence in cfre and cuatody of the cargo or*r.he 
veaaelv Inaurance, tharefore, la an eaaential eleutent 
in profitable international trtde, 
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Mar in* iiMurej>*:t .* 

Marine inturancdjli a co? ticcn Kit Indenm^Ly 

and/or ovn«: of the gooUtt «iv^».ii\di: loss, daiiiaye,'or 

axpanve In tonneccion* vlth the goods at rlok it 

daaiaga la. causfd by pdrlls epacifLed in nae concract* 

Thar«6 are aany different: type^ of insurance policies 

vhich may b« obtalni^d :.o m^iic specific ahipp^ require 

> 

auintf « ' . ^ 

Many traders, cx'pecially emairer cues, do not 
bacKar Co laarn In d«tail aboar auch inaurance; 
Inat^ad thay alraply aak^tnair f might forwarder to 
arranga for aufficlant coverage. A good forwarder 
la vail aequa^ntad vith^Che many^ and often complex, 
aapacta of tranaportatlpn inaurance* rThe exporter^e 
C.X»P.'' (coat» Inaurance $n^frelght) quotation to 
M foreign cuatoQiar ahould atipulate the terms of the 
inaurance wb^lch will be furnished^ Thla la neceaaary 
$0 chat the exporter has the protection he needs until 
risk and title pastas to the buyer, and so that the 

i 

buyer is given an opportunity to request* broader 
Inaurance cover^g^ ^ bla expense if deemed necessary* 
An Inauranca agent or broker la a valuable source 
of aaalatanca in obtaining transportation insurance, 
the agant or brokar will h«lp aelect reliable under* 

mrictrt. Bm frill arranga tha amount and kind of 

■ I ' • 
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• . pESl CUPV AVAiUB 

protection that ch«' eSi • ? -pftrtrioni inU ^h.t 

SMtur* ol th* pro*<v.^t iiv^ra, aikJ vll.. 4^ of h^lp iu 

th«. preftenti^t Inn or ci^in;r$ for 1o*«:?ia. Cvu^^^.^ l/ucc- 

ance brokers o\ apeac* ipt:cl^JJ4v:t iij. Mrin- lnauia/c^»: ' 

.. ■ ■ I •• - 

Export crodit j i^s 

to protect 6.tj>urt€rj» free lo^i^ea f^om credit iiftk3 and 
political ri»ir-a. Vhe ai^'-us of £oreli;n* auy^^t t c«ii 
chj(nge froro day to day, » j ran p .?litir:el and econcv?ic. 
^condltlona in ttitir cjuncritie* R»coanl2lng these riciks, 
and Wantlivg co encourage exporta^ oytf tvanty of the 
major trading oailona have £f9kaibllahad plana to protect 
•4:port#rs« 

In the United States, .export credit Inauranc^ la 
available through the Por^lgnr Credit Inaurancc Aaaoel- 
atlon, cofflpoaed of private inaurance coopanlea^ a'nd the 
Export-Iaport Bank of the United States, Working 
through the expotter^a own InauraAce jigent or broker* 
FCIA provlden ahott terra' (up to 180 daya) and oiedlmn 
teroi (Nl daya to flv^^ yeara) Inaurance in a compre-^ 
henaive policy covering both the conaerclal cre<21t 
rlak and the political and tranafer riak on aalea to 
overaeaa buyera. For thoae vho dealre political And 
tranafer rlak only» tht credit ri^ then being borne ^ 
by the exporter » PICA !• preperaiil to wrlti appropriate 

pollciee, ^ ^ 
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as.^ 'two IT-* in C4i'.a3to#J e • c-f* ■•H'3;'-' r. -« i-^ v.|,r< ■befit mid i \e . .n : 
4ini *tj4n^ o^iiS rot, 

^ t'^t dtmd*tic-b#ii*cid exp.3iri E*erchanf buys aaJ t>*-ilf7 on 
M« O'irti u:.-. ^"0 involved m both expocpirif; .'t d 

lBpOttii-.g, *titl ;-^er.;i '*e i.' a ^pr.er vrry similar to .i 
dotttstlc irttcUetUr. 'Eftc«',;a* hs U a roarchent, he Is tivo 
to cjhooia wifiat t«> bwy, wnera to buy it, and what^ prices 
to pmy. Kit up4r»t:i«.n 1« uso^^Uy wtll financed and may 
bm tutxilwi$. con»lstli\8^ of va^cehouMn, branch offices, 
docVe, eranaport&t.i'sn faciUtiaa, and retail estaolish- 

tmafta. f . 

The axport meichanl Lske? tUl reaponaibillty tor 
aitporting. Tha producer r-ca';vei payment from the 
! Bwrcnant and delivery it> iiia ovrn country. Tha 

•uport atrchane.not only accapta all the rlaka of foreign 
• trade, bun alio handles all. the detail^ involved in the 

a 

tranaactlon. Tha producer la relieved of all leaponbl- * 
blliCies relet.ad to foreign marketing, advertlsxn?,, salt >, 

a 

ttcrchandlalng^ delivery and services. 
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Oiie typ« of export lu r.t .tf^iul to pro<ltK*r« i« . 

or cible ^fch.^in t. ;htR tnatch^u^ c^t^fii** i kov^s 
from pi"cc,uw»ii3 , ti;;u«'."! V f^?^ , ^.v. ,^ tt»hJch ^r*: e 
tisr a fjjw hour^ or t few cay*. Then* bi;4;»d or tii knowl 
edge of tt«:' <ju;;"ket« for ;hesf» zo^o'ilt^.rn , he corL«it;i:a 
torreiipcr.dfi at^^^d Who^r. -the l^atti^ar ra&pond vUh 

merchant tlnalla^^.i thr, trrnnfUcMort- <Fuch # oercns^u. ^^1*' 

Jobber! «re sp<r<::ili^& t« in ic^rce? iind maiki-ta for com- 
oodltiea In vhlch th«v tr«d«. IHie productfexportf^r who 
u«et the aervlceft of itn expurt oaerchant oatf t h«ndl<5 the 
phyalcAl distribution of the producct.^^ however. 

tUw Maf xlAi Ms ; chant 

Thle« ill* eaother' forts of Intaraetloiul oaerch^nt who 
uauAlIy def%U In one cooncdlty^ but iOMtimet eeveral. 
Th« tophatlf of hit butinets if oa Isaporti. Kla fourctt 
of aupply arc datarnlned by Che typa of comodlty he la 
daaling in, and h« aalLt the raw oactrlalf wharavtir he 
cj&n make appropriate arrangement* • 

Reeldent Buyer 

4 • 

Thli oierchant may repreaaat rmy type of government or 
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own country^ Such i!»rch«rc» si:^ rcrprxseriV.ffti vjt ,>v:.r« 

ft 

uay either a local per boh wi;o 1. appoir.cci or a -ifl^rlve 
of his cllimt's country ritaldl.-^ in vht Wi^ovi. ' «? country. 

r 

H« tBl^a cure. o£ Ci«Lfi.ll.i e ; a^: pUcvtm; ^hfst occ^'\ cr)^cifylng 
th« tame of •&).*;. shiciitng, and nv»l-<n^5 arran-gerxfinre f-.r 
financing i£ the tale, 'a not fn^ cfteh. The rttsldettt 'ijiiyer 
can he vary uaeful to «n exporter bec^s^^iie he la a permanent 
I'ei? ;d«:nf • thufi Ki: i ttpreacriuo an op^s?; i u. i ty bv^i^d up a 
^gular buainaaa, 

. Export and Im port Brokar 

Such brokers -are ajjerrs, «nc« as such do not take title 
to th« oMrchandite. Their main lunction la to bring buyer 

♦ 

and seller together. The; laay act as ar. cjjent for either 

■ r 

« 

uhe buyir or the sicUar. Impose and export broketa g6ner«» 
ally specialize ;a {^articular products or classes of pro- 
(iucua, ofian staple primary comnodittea. If a broker Is 
contacted by, for example, an exporter^ who nas a cotmnodlty 

» 

he wlahes to sell the broker will contact potential 
foreign buyers *nd otfet^he;o. tne ccroaaodlty st a pre- 
determ'.ned price oi? ask thcrn t.-> make an offer. Having re- 
ceived several -of fers , h* iccf.pts the best one on the . 
seller's behalf, or reiiys ihtrn to the aeHer to determine 
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bci very xuitix:} U\ e.) li^i »*&*fi^rn'* or "trUngu^ai'' 
trading. In iuci *i ai\.a\ti^n, i Juitid 3L2»i35ft exporter, 
or «ii iK?n: v.«r '^lam ^iUthei hard*' curicincy f.^K-^a^v, fi;ay 
d««U-s vo fill en otrc'j. froo \r. iu»?o- lor ir- 4 "«oiv'" 
ciitrancy coi-nc^', . Rec«ui.e of ih- viitii.cuity o!; iutftt^tftg 

has difficulty m obtaiitlrg ^IVr; * to pay Yor hi» pur- 

4«t Up AAochftr side to c'nc tranatction in crd«r cttat It 
a«y t«k« pUc*. 'Cha tnt«rairchrf<\t nuic ba v^icy t'aaiiliar 
vith th« tr&ding and currency conditions in ouiny countrlfe* 
In ordttt to* practic* ^i« •p«ci«li4«ed ba«tn«i«. Iv^ laany 
caae« « sals to s soft curtsncy .country msy not be'^o&- 
sible without a upist>&uii- transaction an^ tne help.o£ 
an interiwrcha:.*-. tn arraagifig. it. 

Kxport flppaLiasion Hou se <s * ♦ 

Ihis type of sxport buying 4g^at is « r*prs<*ntatiwa 
of foreign buysri ?s«irting In ths axportst*s 6*m cocJitry. 
Ha diffara from ths r<ssidsnt buv«r, v^rsvlously asnttonsd, 
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ag«iit u»u«lly 1$ nac. The ewpcvt e«xKlfttlOA IiMMt Aftnt 
opacato «tt the basis of "IndsuCti^'' ti>ac is of^ATi* to 
porchana under condlelonf Owj'isd the p^ y^^^^ttKm 

The purcl^Mr then p«yi the rgent d £«e £oir ht^ s<:afrvlce. 

producw i# ^dt dirsctly involved la dttterniiAioi; 6ha 

% terns of tiM transection. Xi>«cesd, tht^ss 4re vorfesd 

out beciiMSsi the farelgn huy&T and the export, coinsles-ioiu ^ 



house. 



7. Conftrraini goUs<< 



Suck 4^gentd art not couau«;n £m the Uniced SCi;Ce«^ but 

do exlit in a numbar of 0)|ther coimtrlea^ the cott£ic«ing 

> 

house putf^its croclkt betw<»ft>.: tn» buyer In the litporting 
netion end the exporter or producer In the expocting. 
netion. A confirming hous<i Is no^ useful In me^Jiets 
yheVft tredlt conditions are^ unwertain or V^iere the cost 
of money le very high. In sucu situations credit rlsks^ 
e're con^iceted. and credit can only be exteiide4 by 
experts with long sxptrience in that mA?ket. This is 
the role oi the confin^jftg ho»ifie. It may slso vtfvesent 
purchee^re^ln importing countrl«« who wish to (mm e 
finemKiel representative in tha exporMng couifCfff. The 
cof\t;l'rming house becomea a financial InteVmedlery. 
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^ Althougn a CLni^u^a-attiiU •export wAi!<iger is &a tncJc^tff itient 

« 

a^anu£ac Carer p <in.fJ auctatiun^ and r;rd:-ra era i»abjac-: . 

If r toruct'v i'v tntereuted In exporting *v It .tin i 
urdort«i<.in^ Lha effort Oi cxnrna^ involved tn cietttog 
«^ up hla owti e;r:port d6pi9rtti\c/t , a cooblnAtlon <»xport mmnager 

will takft over w>%t of the responalbillty for his opera- 
tfon* He aili help lelcct foreign agenta^ distributors 
or dealers; direct foreigr promotional activities, 
includins aJvftrtisin,j, take f.are o.t all billing, financing 

and shipping details; and yi&rrorm all the other functions 

^ * 

m * * • 

A / ' of an export department for a fee or a cGfuisslon i^ased 

on the p^f^ticular arrarigeiaent with that producex\. Other 
advantages combination isxy>ort aaoagers ars; his ' 
spec ialla^it ion and experience in distributing abroed; . • 
' credit asslacat.ce; possible savings^ on shipiilng because 

he cen conaolldaue shipoMnta; and the vdluebie ilaison 
••rvlc«a which h« c«h provlds'. ^ 
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APPWDIX A 



REVLSEO AMERICAN FORH^iGN TiUU^: tiEFIhlTIOilS - 1941* 



1 



*Adopt*(l July 30, 1941, by « Joint c<?s9iltte« reprateating the Chanbef 
of Coerce of th« Unltod Statas of Aa«rlc«, th« national Council of 
AMricaa Ispor'tars, Inc., and tba National Poralga Trada Council, In< 
Thara hava ba«n no fnrthar ravitlona to tha provUlont raaaln in 
affact. 
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I. IKTIDDUCTIOH • . ^ ■ ^O"*' ' 

19AI ir« r«roavMnc1«'d ( >r * ^ Loth ;i>rA4,. t r .d 

uriUi* th«r« la ipaciji: leg: ald'.ioii i i-.^v:n<i.K to'r'ji'hpr; , c.;; 

.1 I 

iug«k«Bt«d !:.-;at fsll*!* and buyer.-, .i^, ;-3 hK^r jico.epr -c 
part of rhjK coritr«c5; t>t fial«. <.'h<i«'* revi^td U«£ti\''lLlon6 wii.' 

! . 

then b«!;oni« Ugiily bi.Klng upon e) \ ^j^J^^. , 

.Uad tc a aMflCar »t«nd*rdi.*. ; i for^ig;' trad* praredure , 
and CO tha avoldnncvi uf muth Tilfian4«rstan^^ni^. Adaption by 
axpotcerr and lapottttra ef thasa tel is wiU iBipra»4 on ■!! ^ 
partlaa concarntd thalr raapecxlve responalbilltiti and r.ghVft. 

II. G2NSRAL HOTSS OF CAUTION 

m 

^ A.v Aa forslgn trade definitiona have baeti Isauad by 

organisatlonc In varloua parts of the world, end as the 
coufta of countrlea have Interpreted theae dafiftltlona in 
dlffarant waya, it i% iaportent chat sftiUrs and buyers 
agree that -their contract« are subject ta xhie itovtaad 
ABerican foraltn Tr'^de Oer-itipn> -1941 «nd t»»at tba 
varloua points Uaced ar« acccpteti U> both f^^ttitfa. 

». In addition to the fowlgn tr«d« tarns listeii ha?«ir./ 

chara art tarvs that are at tlsMa used, such as fr«« Harbor, 
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cU/F.C. & 1. (Co^t, T..eurs?:cr. n^r^^jghc, CotR.aiflj ;on, and 
-Intftroa;.), xCM.;\ i 5?nded (Coat., Inj^r^ince, F^uli^ut, laaded>, 

t'lrat btsfin ufcfinite understand ir.^ -i to the ^^:.cc oiefXiinp 
thereof. It. Is unwioe to ACt^dpL '^o lacetptiit '-.tacr t€xa,s 
in the light ut the iztlxb gi^e^ h-?.'^'-^.. i'.er-s. -.:^r.tf\^t 
poatlblt, t-ne of thv :;erTrfl defir^:d tier^lu should h- uifta\ 

It l8 unwise to use abbcevij^Olcnd In quotatiors oi Lp. 
contracts t^hich mijght be ^uoject Ti.^ unuur.itanamg. 

When owiking' quotationa, the faoiillar terms "hundred- 

weljfht^' or'**ton^ ahould be avoided. A hundredwetghc can be 

100 pounds of thd ahort Lon , oi il2 pounds of the long tcr.. 

A tou can be a »horc ton of I:, 000 poanda, or a metric ton of 

2,204.6 poundi, or a long ton of '2, 240 pounds. Hffnc« , the 

typ« pf hundredweight or to»- sljould be stated In ^miotattont 

mn4 tn confirmations. Also, all terms referring to 

;ia«ntity, weight, volume, length, or surface should be clearly 

N 

defined end agreed-upon. 

if" Inspection, or certificate of inspection, U rpquire-i. 
It ihculd be agreed. In advance, whether 'he tost thereof is 
for account of seller or buyer. 
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Accounl of t«lltr up cc ihft pilr.?. at wti^cU the buy«r tn•l8^• 
handle th« tubaeqa^nt aibvr.raen. j:' jjcfe'dn. 



G, ■ There l8 a numbtr oi elcmeats in a contract thai. iot& 

not fall wlchtn ti.a icop* or! th£«e forexgn t.-jil* def l^il tiona. 
Honce. no laantion of Lh*j*ii v« ruad^ herein. Seller and b^-.yzv 

i 

•hould agrea to thaae aeparitely when negotiating conttacti^. 
Thia particilarly appliea to oo-called "cuatomary" practices. 



III. DUFINITIONS OF QUOTATlOIlS 

I 

A. EXI^olnt of Origin) 

"Ex Factory". "Bat Mill". "Ex Mine", "Ex Plantation", 
"fix Warehouaa", etc. (naued point of origin). Under this 
term, tht price quoted applies only ar the point of origin, 
and tht teller agreea to -/lace the gooda at the diapoaal of 
Che buyer at the agreed place on the date or within the parlod 
fixed. 

m 

I, Seller mutt 

a. bear all. cotta and rlaka of the gooda until eucb time 
at the buyer it obliged to take delivery thereof; 

b. render the buyer, at the buyer requett and expenae 
attittance in obtaining the docuaenta laeued in the 
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omuitry of origin, or oristQ a{)ipMa«, or of both, 
filich tcHi bu>tr tithor tor 9Sip9*eB of 

2. Buyor wuat 

«• ttAiit delivery tf£ th« gc:;dd at a;>cu as iv»v« boeo 

p-l&«£d «t: hl4 dl«po««I <s: thi £{frd«d pliicft .otk i:h« c^tte 
•r within th« period £lx9<l; 

b, f«y txport ta/«t « or other fees or charcon, i£ siiy, 
l«vlad cacsuao q2 exportation; 

boar all eosta a-td risks of tha goodt £ra» tha tima 
tfiion he la obligee to L«ke delivery tlis«««t; 
d. pay all coata and charg^a incurred la c4»tolRiii^ the 
4«euM0t4 laaued in the country of origin* or of 
•hipMAt, or of both, vhlch nay be required either 
for purpoaec of expcrtation, or of iapWtaftion at 
deatin*tion< . 

r,0.g> (free on loard) 

I. Seller and buyer ahould conaider not snlydthe defi- 

nltion but alao the I'CoaaMnta on All F.O.l, Tetwa" (aee 
B8 belov) given at end of thli aection in or4ir to under- 
atand fully their reapeetive reaponiibilltiaw end righta 
under the aeveral cleaaea of "P.O.B." tenu. 
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' i^fST COPY AVAilABlE 
"F.O,B. C Mwd lAlan d Cs crlor at Kaawd Inland ]?ai>it o f. 

t * 

Und«r rhta L«rm. ths pri.- ? quotes ac»f 'j.? t'l.-'y v: 
Inland Mhippivig tioint, a.'rf t..- *7elie^- a.'i-ar.^^ea 'Jov 
loading of the goods on, vi '.n, rr^.lw^'y c?*j, tcucka, 
llisht^ri, bargos, tlrcrift, ov orlv c ci^n^'eyance cuirnished 
for craineportaticn. 

» 

# 

a. Seller muat 

(1) pUcc gooda on, or In, conveyance, or ii«Uva>> to 
Inland carrier for loading; 

(2) provide clean bill pf lading or other tr^naport-' 

J 

atton receipt, freight collect; 

(3) be reaponalble" for any loaa or damage, or boch, 
until gooda have been placed in,* or on, convey- 
ance at loading point, and clean bill of lading 
or other transportation receipt hat. been furnished 
by the carrier; 

(4) . render the buyer, at the^uyer's requeat and 

expense, asaistance in obtaining the documents 
issued in the country of origin, or of shtpiaent, 
or of both, which the buyer may regulre either 

i 

for purposes of exporuatlcn, or of Impoitatlon 
at dcs«ination. 

b. Buyer wust 

(I) be responsible for all moveaent of the goods; 
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«^ frofli InUnd point of lo^tding, an«^ pay all 



(2) p«y fcxpotc UJ?«», or other cr th«r8«t, if 
any, l€vltd b«C4iua«i of oxportatlon; 

(3) bt raipontlbU for any lots or damage, or both, 
incurrad aftar lo&dlr.s atui.4ar«id iaicind point or 

c dapartura; 

(4) pay all coate and ch^r^ea incur I'ed In obtaining 

ctia Uocuswnta laauad in tha country of origin, 

or of ahlpaient, or of both, which nay be required 
» 

aithar for purpoaaa of exportation, or of iroporta 
tion at daatination. 



"1^0. B. CNa— d Iflland iCarrlar at Hamad Inland Point of 
Dapartura) PraXght Prepaid to (liaa>ad folnt of toorta- 
tlon)" . 



Under thla tarn, the sailer quotes a price Including 
trinsportatldtt charges to the named point of exportation 
and prepays freight Co naawd point yf exportation without 
assuming responsibility for the goods efter obtaining a 
cleanf bill of lading or other transportation receipt et 
named inland point of departure, 

a* Seller must 

t 

(1) assume the akller's obligations ss undar. B.2a. 
(above) except thet under B.2a.(2) seller must 

« 
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provldV cUan hill i!.tiiftt ott-^r tiii- 
portacion rnc«ip'. > i*-«?«ht' pitpatd to n».i»e'i \y 
point cf laxportfiT: .on* 

b. Buyer ciust 

B.2b C»l>ove) cx:spt uhflt d.ca not pay frright 
irom loading p mc co nttoi^td point of exportation, 

"F.O,B. (N«a;ed InUnd ■.arrier a t Namfid Inlfnd Point ot 
UeparturO Freight Ailovcd roJ^Na tatd yotncj'^ ^ 

Under thl* cem, the seller quotea a price including 
the tranaporcatltm chargeii to the named point, ahipplng 
freight collect and deducting the coat of tranaportaLlon, 

_ . . . . . . . . \ 

without aifiualng reaponalblUty for the gooda after 
obtaining a claan bill of lading or other tranaportatlon 
receipt at naaad Inland point of departure. 

A 

a. Seller auat 

(I) aaaume the aarae seller' a obllgatlona as undtr 
».2a. (above) but deducta from hla invoice tht 

tranfportatian cost to namisd point. 

, b/ Buyer muat 

(I) asauzae the sane buyer's obllgatlona aa under 
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v\^^ 1.2b. («bov«) lneU«!ln8 p^yTJwnt 0/ freight' 

ttcm Inland loxdlnc pi>'.iM to naand p;>int» iot 
vhleh i«ll«r h«Ji madt dftouction. 



"F.O.B> (Mtmtd Inland Carrier at Namad Paint of gxpcr* 
tatlon)" 

ft 

Uhdar thla earn, tho a^llat quotas & '^&ica Including 
tha eoatf oi, tranaportation of tna {^oods co named point 
of axporcatlon, baaring any loaf 01 datnage, or both, 
Irxurrad up to that point. 

*• Selltr muit 

(1) pUct gocdi on, or in, conveyance ^ or deliver 
to Inland carrier for loading; 

(2) provide clean bill of ^lading or other tranapor- 
cation receipt^ Paying all transportation coats 
from loading point to naoMid point of exportation 

(3) be reaponalble for any loaa or daioage^ or both^ 
until gooda have arrived ln» or on» Inland con- 
veyance at the named point of exportation; 

(4) render the buyer » at the buyer* a /e^ueat and 
axpanaa, aaalatanca In obtaining tha docunanti 
laauad In tha country of origin » or of shipment, 
or both, which tha buyer may rai)ulre either for 
purpoaaa of exportation, or of Importation *t 
deatlnatlon. 
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b. Buyr uuit '^'^^ COi'V f,V.' 

f 

(1) b« riftf^^Ofiiibl* for j&li moM^^xX ^oT tiw 3 

(2) pay exvo^t t*x«6, or oth^;^r fiet. or cu/;rg«f, It 
^uy, levied bacdose'o^ ai(p»:)r L^ition ^ 

(3) b« \tfipot. tibia tOi. any lca& or d^i^^^e, or uuch, 
iiicurrtd good^ have arrived in, nn, 
lnl«ad convtfyauce ai: cha Mxsaui poltx ot Qxr*>>rr 

(4) p«y alt co«Li arid cUarges iacuritd in obcainlng 
Che docuaiQnta Issuad in tne country of origin, 

or of ahlpfiaaint, or cf boch, «ihlch D^y ba raqulrad 
^ althar Tor ir^^rpof a£. of exportation, or of impor- 
tation at daatinatlon, . 




"F,0,B. Vaaoa^ fKamad Port of Shipc^nt)" 

Under th;ji term, the lelUr qu«.tea a price covering 
all exp^naea up to» and Including, delivery of the gooda 
upon the overaeaa vaaeel ptovld^d by, cr for« the buyer 
at the naoed poet of ihlpment. 

a. StllT rouit 

(1) pay All charge* Incurrad in pUclnf goods actually 
•on board tha vaaaal daalgnaiad and provld«d by, 
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or tot, tht buy«v on tht dact 02 wichln chis 
^^N^ porlod fix9d; 

(2) provide cUan uhlp's rtcelpt or on-bj«rd bill 
o| lading; 

(3) * be reiponalbie for artV or damage, cr both, 

until goods have been placed on board the veesel 
on the 4^te or wlcnln the period fixed; 
• (4) render the buy^r, at the i^uyer s r€4u36t and 

expense^ aaeletance in obtaining tne documents 
issued in the country of origin, or of shipment, 
or of both, which th^ buyer may require either 
for purposes of exportation^ or of imporLatio''n 
at destination* 

b. Buy or nuat ^ 

(1) give aeller adequate notice of n^ra^t, sailing 
dace» loading berth of. end delivery Llr.c to, 
the vaaaeli 

(2) bear the additional co»t« <rc'irrcd and all risks 

of the goods from the time when the seller has 

Ik * 

placed them at his dispoaal th. vessel named 
by him fails to strive or to load vlthtn the 
designated time; 

♦ 

(3) handle all tubaequent movement of the goods to 
destination; 

(a) provide and pay for inaurance 
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\b) pro^id« snd ji«y tut octtvn «nd otiut 

Bcsr copy available 

• i;rfciup<".r;arit,.i 

(4) pay tKport caxat, or othar ci ^ihir^ts, 

any, l«vi«d bC'Caufea of •i.'tiJt tou i 

(5) responblbl^ lor Jiny ot .aiaage, ir both> 
ftfter gpodf have hren Icsiud >r beard che vtA^ei : 

(^) pay 8ii covt:0 and .:h*rs«j incuri^^d in obtilnlng 

oi bill ct Itdin^/ Usuvid in the country oi origin, 
or ot thlpcMnc:^ cr of both, vhlch tMy b€ required 
either tot purpo«.-*.& of cxcorrf^tlon, of i»poi*-> 
tatlcfi fit cf««tin«t;on., 

7. ''P^O.Ba CWismed Inland Paiat In Country e£ Importation)** » 

^nd«r thii tarm, th« iell*r quotet t, price Including 
tha cost of tht narchandls* <ind mil cotta of tranaportatlon 
to the naned inland point ir the country of importation. 

a. Sallar jmuat 

(1) provida ^n;. pa> for all tranaportttion to tha 
naiMd inland point in the ^untry of importation;^ 

a 

(2) pay axporc taxaa, or other f«aa or chacgaa. 1£ » 
any. Levied becauae of exportation; 

(3) provide and pay for sarlna mauranea; 

^ (4) provide and pay for war riak inaurance, unleaa 

othervtae agreed upon between the aaller and . 



buy 



ERIC 
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(^) iMi rtrponsibU tor any losi . r aamc^.. . or butti^ 
4ntll arrival %qo6b on -^uciHi^yaiKe jL ♦/m" 
MUMd IrUnJ ptj-^nt ir. the roar ti; >t i^portA :luu ; 

(6) |ity th« wMti of cc v..d.;e:i oi M Xiiva, con- 
•ttUr i?volce«, or any othev ujwu<At..^« iaaued in 
€h« couflcty ot origin, ct of b-.i pment., o* oi ^ 
both, wh.th £ht buyer m^> require £.v,- .he iir.po:-- 
MClOR of gootik Into the ccjr.:.:y jI Uest;nitiua 

■Hd, vrhcre ntc»*1lBr>, for :he.r passage- in transit 

♦ V. 
- Ihrough another country ;^ ^ 

(7) ifty all cc»t«, of Urdi^.g, i-c'.acing wharfage, 
landing «)tirgei , arc' tj/.-s, f .iry, 

r 

(•) all ixoita of cuatonij ertrv m the country oi 

iMportatf Off; 

(9) ' cuatoiw dutiet and all '■«Kei appUcaMc to 

Co ia^rt», if Any, in the country of Id^tfrtacloni 

(la) rAallKt thic ht la accep.tlpa importain responsi- 
! Hiitits, c^otti, and risks, and should therefore 
b« certain to obtain. 'adequdte xncurance. On the 
%th%t hand, tha Importer or buver rr.ay desire such 
quotitlora Co relieve him or the risks of the 
■ vayegt and* to assure him oi his landed costs at 
inland point in country oT Importatioa. Vi'hten 
coflipetltlon is keen, or the buy»?t Is accus totted 
ee auch quotatlona from other sellers / acVler 
tMy quota such tarrafi, beinf careful to protect 
hinaslf in sr.- •ppropri'^te T.anncv. 



b. Buyer must ' ^VTX m mum 

\l) cake^prom(^t: delivery d£ goods from conv«y«Qce 
upon arrivel at destination; 

< 

(2) bear any costa and be jreaponslble £or all lose 
or damage, or both, after arrival at daatlAftlon. 



Conments on -A'll V;Q.B. Terms 

In connection with F.O.B. terma, ch^ following 
points of caution are recoasaended: 

a. The method of Inland tranaportatlon, auch aa 

« 

trucks, railroad cara, lighters, -bargea, or aircraft 

'should be specified. 

b. If any switching charges are involved during' 
Che Inland transportation, It should be agreed, in 

I 

advance, whether these charges ere for account of the 
seller or the buyer^ 

c. ^ The term "F.O.B; (named port", without dealg- 
nating the exact point at which tha liability of tha 
seller terminates and the liability of the buyer 
begins, should be avoified. The uaa of this tann 

^ gives rise to disputes as to the llsblllty of the 
* seller or the buyer in tha event of lose or daaage 
arising while the goods are in port, and before 
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delivery to or on locxd Lf .,cean (.*j.rier. Misunder- 
>^ Standings may be avoided : y waiv.Lu^. chu specific point 
of delivery. 



If lijjhierage or truckiriii is required in the 
transfer of goods from the inland conveyance to ship^s 
aide, and there is a cost therefor, it should be 
understood, in advance, whether this cost Is for 
account of the seller or the buyer, 

T{;e aciler i9houid be certain to notify tne uayer 
• • -i- . : ■ r- i. w.i:.". juancj^, V voi^aired to obtJin a carload, 

Under F.O.S, tt-n.s t-.valn^ "F.O.B. (na-^ed 
pouu in cuurciv o! . tUfjc; l :un} '\ ttie. obli- 
obt<iin ocean irfc:^;ht. s'^jjce, and marine ard 
\ n^u K&i^iic ^ icijCs :ue buyer. Despite 

i/^ii.)r ".u"^ p^r'^ Liie buyer, in oiai^y 

Li.-uco cl\e ufciier outair.s tht^ oufc*in freight spa«.-e, 
ant; nurlne and war lisk m^uiance, jnd provides 
t * ; pricir.': on bohalT .^f rhc bc/er. Hence, seller 

«it 4.iuct":: iv^^ to wheli^er 
' . t fL;ycr wiii Obtain tae ocean irei^iat space, and 
..,1-:*' ^^r risi' ir-ii . I' ^ .i^ • his obligation, 

r s^-'lor "i.Jjrfi'-i ro ''o thLs t*ov the 
Muy-.. ^ ^. 



/ 



g. For the iftllcr's protection, he thould provide 

. In his contract of sale that marine Iniurance obtained 
by the buyer Include standard warehouse tff warehouae 
coverage, 

F.A.S. (Free Alone Side ) 

1. Seller and buyer should consider not only the ilefl- 
nitlons but. also the "Connaenta" given at the end of this 
section (C.3 below), In order to understand fully their 
respective responsibilities and rights under ••F,A,S." 
tanas, 

2. 'T,A.S> Vessel (Named Port of Shipment) 

Under this term, the seller quotes a price including 

delivery of the goods along side overseas vessel and 

witriin reach of its loading -tackle, 

♦ 

a. Seller must ^ 

(1) place goods along side vesael or on iJock daaig- 
nated and provided by, or for. buyer on the date 
or within the period fixed; pay any heavy lift 
charges, where necessary, up to thla point; 

(2) provide clean dock or ship's receipt; 

(3) be responilble for any loss or dam*ge, or both, 
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-vX^'^ until z^odu have b*en delivered along side ttve 
# 1 

vessel or on the dock; 

(4) re -uu; the buyer, at the buyer's request and^ 

expense, assistance in obtaining the documents 

issued in the country of origin, or of siiipment, 

or of both, which the buyer may require either 

v^for purposes of exportation, or of i^ortation 

at destination, 

b. Buyer must 

(ij give seller, adequate notice or name, sailing 

date; loading berth of, nnd delivery time to, 
the vessel; 

(2) handle all subsequent movement of the goods from 
along Side the vessel^ 

(H) arrange and pa> for demurrage or storage 

charges, or both, • in warehouse or on wharf, 
where necessary 

(b) provide and pay for insurance 

(c) provide and pay for ocean and other 
transportation 

(3) export taxes, or other fees or charKes, if 
any, levied because ot exportsMon; 

(4) be responsible for any loss or damage, or both, 
while the goods are on * lighter or other con- 
veyance along aide vessel within reach of Its 



BtST cm AVAIUI31E 
loading cackle, or on che dock awaiting loading 

or until actually loaded on board the vessel, 
and subsequent thereto; 
(5) pay all coats and charges incurred in obtaining 
the documents, other than clean dock or ship's 
receipt, Issued in the country of origin, or of 
the shipment, or of both, which nay be required 
either for purposes of exportation, or of impor- 
tation at destination. 

I 

r 

, S, Coaaments 

Under F.A.S.* terms, the obligation to obtain 
ocean freight space, and marine and war risk insurance, 
rests with the buyer. Despite this obligation on the 
part of the buyer, in many trades the seller obtains 
ocean freight space, and marine and war risk insurance, 
and provides for shipment on behalf of the buyer. In 
others, the buyer notifies the seller to make delivery 
along side a vessel designated by the buyer and the 
buyer provides his own marine and war risk Insurance. 
Hence, seller and buyer must have an understanding as 
to whether the buyer will obtain the ocean freight 
apace, and marine and war risk insurance, as Is his 
obligation or whether the seller agrees to do this 
tor the buyer. 
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b. For the seller's protection, he should provide 

t^ln his contract of sale thst marine insurance obtained 
by the buyer Include standard warehouse to warehouse 



coverage. 



( 



U ?. (Cost and Freight) 



1, , Seller and buyer should consider not only the defl* 
nitions but also the '*C. & F. Coiiments" (See D«3 below) 
and the ''C. <i r. and C.I.F. Conuaents" (See 2^3 below), in 
order to understand fully their respective- responsibilities 

ao.il i*^!iLi» under ''C. i F.* Cerms. 

2, "C. 61 F, C.Nataed yoint of Destinocion)'* 

'Jiidtu this r.erm, the eellei qiiotes a price including 
the Kio-^t transportation to the named point of destina- 



a , Seller mus t: 

(1) provide and pay for transportation to named point 
of dest Ination ; 

(2) pay export taxes, or other fees or charges, if 
any, levied because of expornation ; 

) obtain and dispatcn promptly to buyer, or his 
av-^ini, clean bill oi lading to named point of 
destination; 



3r5T COPY AVAILABLE 

(A) where, received- for- Ehipnient ocean bill of lading 
may be tendered, be reaponslble for any losa or 
damage, or both, until the goods have been 
delivered into the custody of the ocean carrier; 

(5) where on-board ocean bill of lading la required, • 
ba responaible for any loss or damage, or both, 
until the goods have been delivered on board the 
.vessel ; 

(6) provide, at the buyer 'a request and expense, 
certificates of origin, consular invoices, qr 

« 

any other documents issued in the country of 
origin, or of shipment, or of both, which the 
buyer may require for irapoitation of goods Into 
country of destination and, where necessary, 
for their .passage in transit* through another 
country, 

( 

Buyer must ; 

(1) accept the documents when presented; 

(2) receive goods upon arrival, handle and pay for 
all subsequent movement of the goodt. Including 
taking delivery from vessel in accordance with 
bill of lading clauses and tem»; pay all coats 
of Unding, including any duties, taxei, and 
other expenses at named point of dettinatlon ; 

(Ji) provide and pay for insurance ; 
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(^) reipontlble for lots of or daavage to goods, 
^ or both» from Clme «nd place at which seller's 

obligations under (4) or (3). above have ceased ; 
^ (3) pay Che cost of certificates of origin^ consular 
invoic<2S» or any other documents issued in the 
country of origin^ or of shipment, or of both, 
which may be required for the importation of 
goods into the country of ^destination and, where 
necessary, for their passage in transit through 
another counuty. 



) 



a. • For thvj*3elicrU protect ton, he should proxice 

in his contract of ^ale that marine insurance obt:alnc:c 

by the buyer include standard warehouse to warehouse- 
's? 

C'-^vera^e, 

Thi: conanenCfi andor the following CM,t\ 

t*irmB in niany cases apply to C; & F. terms as well, 
and should be read and understood by the C. U F, 
seller and buyer. 



1, Seller and buyer should consider not only the defi- 

r itloa^b'ir also Che "C. & P. and C.l.P. Comments" (See 
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E,3 tfelow), «c the erid at itin section,- in order to under* 
stand fully their respective responsibilities and rights 
'•ClV." terms. 

I 

"C.i:F. (Named Point of Destination)" 

Ur'iet this term, the seller quotes a price including 
the cost of the goods, the marine insurance, and all 
transportation charges to the named pbint of destination. 

Seller muat 

(1) provide and pay tor transportation to named 
point of destination; 

(2) pay export taxes, or other fees or charges, If 
any, levied because of exportation; 

(3) provide and pay for marine insurance; 

(4) provide war risk insurance as obtainable in 
seller's market at time of shipment at buye'r'a 
expense, unless seller has agraed that buyer 
provide for war risk coverage (See j.3 below); 

(5) obtain and dispatch promptly to buyer, or hia 
agent, clean bill o'£ lading to named point of 
destination, and also insurance policy or 
negotiable insurance certlficjite ; 

(6) where received- for- shipment ocean bill of 
lading may be tendered, be reaponalble for any 
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lots or dmugt^ or both, uncll the goods have 
be^n delivered into the cue tody « of the ocean 
carrier ; _ 
where on*boerd ocean bill of lading is required, 
be reaponaible for any loaa or damage , or both, 
until the goods have beejn delivered on board the 
vesaeL ; 

provide, at the buyer's request and expense, 
certificates of origin, consular invoices, or 
any other docuisents issued in the cpuntry of 
origin, or of shipment, or both, which the 

buyer laay requite fcr importation of goods into 
country of destiaction and ^ where necessary, for 
their passage in transit through another country* 

b. -Bu yer muat 

» 

(1) accept tUe documents when presenter?; 

(2) receive the goods upon arrival, handle and pay 
fcr all subsequent movement of the goods, 
including taking delivery from vessel in accord- 
ance with bill of lading clauses and terms; pay 
all costs of landing, Including any duties, taxes 
and other expenses at ntiiaed point oi debt insticn ; 

(3) pay for war. risk Insurance provided by seller; 

(4) be lesponsibU tor loss of or damage to goodi*, 
01 bonh, from time and pi«ce at wnich seller a 



(7) 



/ (8) 
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obllgatton* under E.2b.(6) or E.2b.(7) (above) 
have ceased; 

(5) pay the coat of certlflcatea of -origin, consular 
4 1» invoiced or any other documents issued in the 

country of origin, or of shipment, or both, which 
nay be required for importation of the goods into 
the country of die's tinatlon and, where necessary, 
for their passage in transit through another 
country, 

s 

C. fx F. and C.I.F. Congnents 

Under C. 6. F. and C.I.F. contracts there are the 
following points on which the seller and the buyer should 
be in complete agreement at the time that the contract 
1.3 concluded: 

a. - It should be agreed upon. In advance, who is to 

pay for miscellaneous expenses, such ns weighing or 
inspection charges. 

b. The quantity to be shipped on any one vessel 
shouU be agreed upon, in advance, with d view to the 
buyer's capacity to take delivery upon arrival and 
discharge of the vessel; within the free time allowed 

at the port of importation. 
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Although the tanaa C. & P. and C.I.F, are 
generally Interpreted to provide that charges for 
conaular invoicea and ccrttficates of origin are for 
for thel account of the buyer, and 'are charged separately, 
In many trades these charges are Included by the seller 
In his pri.ce. Hence, s'eller and buyer should agree, 
In advance, whether these chargea are part of the 
selling price, or will be Invoiced a :paratcly. 

The point of flnai destination should be 
definitely known In the event the vessel discharges 

,-at a port other tUan the actual destination of the 
goods. 

When ocean freight spuce Is difficult to obtain, 
-r Lorv«rd freight contracts cannot be made at firm 
raceiJ. U it advisable that sales contracts, as an 
exception to ragulat C. 6. or C.I.F. tenaa, should 
provide that al^lpment. within the contract period be 
subject to ocean freight space being available to the 
seller, and should also provide that changes In the 
ziyHL ot ocedn transportation between the time of sale 
and the time of shipment be for account of the buyer. 

f. Normally, the seller Is obligated to prepay the 

ncean tr*isht. In some Instances., ahlpoenta .are made 
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freight collect anu che anmuuL ot the freight Is 
deducted from the Invoice rendered by the seller* It 
is necessary to be In agreemtint on thla, in advance, 
in order to avoid misunderstanding which arises from 
foreign exchange fluctuations which might affect the 
actual cost of transportation, and from interest 
charges which might accrue under letter of credit • 
financing. Hence, the seller should always prepay the 
ocean freight unless he has a specific agreement with 
the buyer, in advance, that goods can be shipped 
treight collect. 

The buyer simuld recogni^fce that he does not have 
the right to insist on Inspection o£ goods prior to » 
accepting the docum.ta. The buyer should not refuse 
CO taKC delivery of goods on account of delay in the 
receipt of documents, provided tne seller has used 
due ailigence in their dispatch through the regular 
channels. 

r 

Sellers and buyers are advised against: including 
If. a C.I.F. contracc any ii.dcrinite clause at 
variance with the obligationa of a C.I.F, contract 
as specified in these Definiti6na. There have been 
numerous court decisions in the United States and 
other countries Invaiioating C.I.F. contracts because 
of the inclusion of indefinite clauses. 
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Interest charges should be Included In cost 
computations and should not be charged as a separate 

Iten^ in C.1«F« cont^'dcts, unless oihurwise agreed 
upon, In advance, between the seller and buyer; in 
which case, however, the terms C.1,F» and I (Coat^ 
Insuiance, Freight, and Interest) should be used^ 

In connection with insurance undej^ C.I.F* 'sales, 

it is necessary that seller and buyer be definitely 

in accord upon tfhe following points: 

(. 1/ Ine chat Hciiii oi tne marine insurance should 

be agreed upon in ao £ar as being W.A. (With 
Averaiiie) or F.P»A. (Free of Particular Average), 
a:^ well as any ctlier special risks that are \ 
c,LWere:i in 8pe:l£i< trades ^ or against which the 
ojy^r tuay wiah individual protection/ Among the 
special I'laks that should be considered and 
agreed up^n baiwocii seller and buyer .are theft, 
p 1 fer^ge , leakage , brc jKage , sweat , contact 
with other cargoes, and others peculiar to any 
jaxtUuUr trade. It la important that contin* 
or colLucc ^rei^jht and ccietoma duty should 
be insured to cover Particular Average loases^ 
j'3 well «a& toLul loss after arrival and entry 
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(2) The fleiler ia oMigfltc'L^ ro exerclae ordi- 
nary care and diligence in salectins an under- 
writer that Is In good Llnancial standing. . How- 
ever, the risk of obtatning settlement of Insur- 
ance claims rests wlLii the buyer. 

(3) War rls.k insurance under this term Is to 
be obtained by the seller at the expense and 
risk ot the buyer. It ia important that the 
seller be Ltx definite accord with the buyer on 
this poln::, particularly as to the cost. It is • 
desirable that the goods be insured against both 
marine and war risk with the same underwriter, so 
that there can be no difficulty prising trom the 
decerrainat oi lUc cJuse oi the- loss. 

(4) Seller should ;r.Jke certain that in his 

ira Lnti or war ri.j«< -a <..ic.- , Chore be included 
the staaUar-.i pruLection a^aiasc strikes, riots 
and civil cosanotioufi. 

* -.flic: an: .■■•-ui'J Dt in accord as to 

t.l-.o ■.-•-jred v.^i ii! • •: , I't-.mti in ralnti that 
• .leiciiandiae ^.>.'.n il; af's i r. General Average or 
certain bases of valaatlor. which differ In 
varloaa iia^eu. li : ..-.irable ih.-.t a competent 



9 
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inauranct broker consulted, In order j^Kac full 
valua b« covertd iind troubU avoided, 

Sx Dock 

1. Seller and buyer should consider noc only Che 
definitions but also the "Ex Dock Comtaents*' at the end 

• of this section (See F.3 below), In order to understand 
fully their respective /esponsibi lit ies and rights under 
"Ex Dock" terms, 

2, "gx Dock (Named Port of Importation)" 

Under this term, seller quotes a price including die 
cost of cH« goods and all additional costs necessary to 
place Che goods on the docK at tht named port of impor- 
cation, duty paid, If any. 

H. Seller oust 

(1) provide and pay for tranaportation to naiwd 
port of Uaportatioji; 

(2) p*ay export taxea, or other faea or charges, if 
any. levied because of exportation; 

(3) provide and pay for nariae insurance; • 
{i*) provide and pay for var risk insurance, unless 

oc-herwise agreed upon betveeh the buyer and 
seller; 
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(5) 
(6) 



^ (7) 

(8) 

(0) 



be re8pon8iy.e for any loss or daniAge, or both, 
until the expiration ol the free. time allowed 

on the dock at the named port of importation; 
pay the costs of certificates of origin^ coi^sular 
invoices, legalization* of bill of lading^ or any 
other documents issued in the country of origin^ 
or uf shipment, or of both, which the buyer may 
require for the importation of goj}d$ into the 
country of destination and, where necessary, for 
their pai||jSiage in transit through another country; 
pay all costs of landing, including wharfage, 
landing charges, and taxes, if any; 
pay all costs of customs entr^MLn the country j 
of Importation; 

pay customs duties and all taxes applicable to 
Imports, if any, in the country of importation, 
unless otherwise agreed upon. 



take delivery of the goods on the dock at the 
named port of importation within the free time 
allowed; ^ 

bear the cofit and risk of the goods If delivery 
is not taken within the iree time allowed. 



b. Buyer must 



0 




This term is used principally in United States import 



cra^e. It has varloua mod If ic at tons, such as "£k Quay*'» 
"Ex Pter", etc., but it is seldoo, it ever, used in 
American export practice. Its use in quotations for exp< 
is not reconioended. 
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UNIFORM CUStOMS AND PRACTICE FOR DOCUMENTARY CREDITS 
(1962 REVISlON-lNtERMATIONAt CHAMBER OF COItlERCE BEOCHURE 

NO. 222) 



7c^ ;Vt.ht internatio nal Chamber of ^o-f B chur. No 222 

c vLC ; t nnd Practic e for DocumentarY Credits, ha. been P"^^"^«^ J 
I^riTT^ttonaX Chamber ot Co^rc. ^ ; ^-^'^^^ ^ i^.^/S^i! KJSl;) 
(Uru.. Sta.es Council of the ^^C J^^^ i^y be obtained from Inter- 

:.atron^r;e:S;rrreJ.1":S^ -iou. National Co^ittee..) 

Adherence of the United State, banks which have .ub.crib.d to these 

reg.iUtions, Is effective July 1, I9b3. 
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^GBKBRAL PROVISIONS AMD DIFINITIONS 

a. Thtse provitipnt And d«£lnlclont «nd th« following ar%i» 
cltt apply to «1I docuMntary credits and are binding upon all 
partias thereto unlaet otherwise expretsly agreed. 

b. For the purpoaes of such provialons7 definitions and 
articles the expressions "docuaentsry credlt(s)" and "credlt(8 
used therein mean any arrangeoent, however » named or descrlbea 
whereby a bank (the Issuing bank), acting at the request and 
in accordance with the Instructions of a customer (the appli- 
cant for the credit), is to make payment to or to the order 

of a third party (the beneficiary) or is to pay, accept or 
negotiate bills of exchange (drafca) drawn by the beneficiary, 
or authorizes such payments to be made or such drafts to be 
paid, accepted or negotiated by another bank» against stipu- 
lated docuioents and compliance vith stipulated terms and 
conditiwas^ 

c. Credits, by their nature, are separste transactions from 
the sales or other contracts on which they may be based and 
banks are in no way concerned with or bound by such contracts. 

d. Credit instructions end the credits themselves must be 
be complete and precise end, in order to guard sgainst con- 
fusion snd raisundarstanding, issuing banks should discourage 
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May atttmpt by th« applicant for th« credit to Include 

exceaslve detail. 

t 

e. When the bank.£lrit entitled to avail Itaelf of an 

option it enjoya under the following ar tic lea does so, Its 
decision shall be binding upon all the partlea concerned, 

£. A benefit .ary can In no caee avail himself of the con- 

tractual relationships existing between banks or between the 
applicant for the credit and the Issuing bank. 

A. POBM AND NOTIFICATION OP CREDITS - 

Article I . Credits nay be either , ^ 

(a) ' revocable » or 

(b) irrevocable. 

All credits, therefore, shbuld clearly indicate 
whether they are r»vocabU or ^revocable. 

m the absence of such intficatlon the credit shall 
be deemed to be revocable, even though an expiry date 

4 ■ 

m 

is stipulated. 

Artlc^le 2 . A revocable credit does not constitute a legally 

binding undertaking between the bank or banks concerned 
and the beneficiary because such a credit may be modi- 
fled or cancelled et any moment without notice to the 
beneficiary. 

. ; ■ ' . 
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^^<^ ^ Vhtn, iiOtf«v«rt « ravocAblc cradlt haa b«€n tran«- 

mitttd to and taida avallabU at a branfih oc. other banl^, . 
Ita mdlflcAtlon or cancnllatioR aholl becotna affect We 
only upon receipt o£ notice thcracf by aach branch or 
other bank and ahall not «ffect the rlghr o£ that branch 
Qt other bank to be relciburaed for any payraent, accept- 
ance or iiAj5ti«tlon oade by it prior to recpipt of auch 
notice. 



Aitlcle 3 . Ar. irrevocable credit ia a d-afinitc undertaking on 
Uie part of an iaauing bank and conaticutea the engage* 
Mnt of that bank to the beneficiary or, a* the caae 
^ nay be, to the beneficiary and bone fide holdere of 

drafta dravn and/or docuaenta preaented thereunder, 
that the provieiona for payment, acceptance or nego- 
^ tietion contained in the credit will be duly fulfilled 
V .provided that ell the tanaa and conditlona of the credit 

aretcooiplied with. 

An irrevocable credit nay be edvlaed to a bene- 
ficiary through another benk without engagement on the 
part of thet other bank (the adviaing bank); but when 
•n laaulns benk euthorisea another bank to confirm 
ita irrevocable Credit and the latter doea ao, auch 
conflmtion conetltutee e definite undertaking on 
the pert of the confiralng bank either that the pro- 
vieiona for payaent or acceptance will be duly fulfilled 
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or, in th« etta of <« orodlt aviiUbU by fi«totUtlon 
of drafts, thab tho conClmlng bank vill na&otUta 
drafta without racoiirsG tc drawar. g 

Such und^rcakiofit ca:t uiil;h«; he ^icdlfiad ao^ 
cancaliad without tha 'isrc«Taant o£ all concarnad. 

Artlcla » . Whan an iiaulng bank Inatructa a bank by cable. 

talagraa or taUx to notify a cradlt and the original 
lattor.of cradlt Itaalf U to ba the operative cradlt 
Inatrumant, tha la suing bsnk nuat aand the origins I 
^lettar of cradlt» and any subsaquant ana ndments thereto, 
to tha banaficlary through the notifying bank. 

The laauing bank will ba raaponaibla for any con- . 
saquanccs arising from Ita failure to follow this pro- 
cedure. 

Article 5 . When a bank ia Inatructed by cable, telegram or 
telex to iaaue, confirm, or adviae a credit slailar in 
terms to one previously establiahed . end which haa been 
^e aubject of amendoMnta. it shsll be underatood that 
the detaila of the credit being issued, confirmed or 
advised will be tranamittad to the beneficiary excluding 
the amendments , unleaa the Inatructlona apaclfy clearly 
any amendments which sre to spply. 

4 

Article 6 . If incomplete or^uncleer instructions sre received 
to issue, confirm or edvlse s credit, the bsnk requested 
3-3:7 



^ to «ct on tfuch inn!: suction* a#y ^iv* p£6ii:ttlna4.y noti- 

flcttlon cf th« cradit to tUu b^.ti^iciary foe 

V 

ttAtlon only nr.%x wi thout rt a »» * > l*y ; 6r.d Ir that cbb& 
tha credu will bo l«b«««4, coi\:l--2:J oi .i-ivife/ only 
when the aeceM«ry inf sr^ --or. h'lf c««eT received. 



B. LUBILITIES AKb KISmi»iBILXTIi£i 

Ar&lcU 7 . BAiikfi nu«t exaoint aJ v doc uoeisur vlth la&eonable 
f%r« to «iCort:*i«. th6t Che> aipv^ff on theLr face tc be 
in accordance with the t«na» -no conditlona of the 
credit. 

Ayclcle 8 > In documentary credit opesatlont ail parties con- 

I 

carnad deal In documiiatb and not In goods. 

Paynent, «ccaptanco cr negotiation against docu- 
t 

laanca wb'cch appear on their f»ca to be l-n accordance 

* 

with the tetaia and condltlon« of a credit by a bank 
authorized to do so. blnda the I'Bity giving the authorl 

■ ♦ aatlon to* take up the docuaenta and reioburae the bank 

which haa affeccad the payment, acceptance or negotiation. 

If. upon receipt of the documents, the laaulng bank 
contidera that they appear on their face not to be in 
accordance with the teraia anc< condltlona of th« credit, 
that bank muat detaralne, on the baala of the d-ocuments 
•lont, whether to claU that payment, acceptance or 
negotiation waa not effected In accordance with the 

\UC ' • coedltlona of the credit, v 
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♦ 

,1£ tueh claU !• to b« aadi, notlct to th«t cfftct^ 
stating th« rtaaoni thtrafor, oust bt »lvan by cablt 
or oth«r txptdltloua waans to tha bank froa which th« 
docuaentt hava baan racel^ad and such notlca ni»4»t luate 
that tha documants are bein^ held at the dispossl of 
such bank or ara balng returned thereto. The IssHlng 
bank shall hava a reasonable tine to examine the docu- 
mahts. 

Article 9 , ' Banks assuac no liability or responsibility for 

tha forn, aufflciency, accuracy, genuineness, falsifi- 
cation or legal effect of any docuoants, or for the 
general and/or particular conditlona stipulatad in 
tha docuaanta or auparlmposed thereon; nor do they 
aaauoe any liability or reaponaibllity for the descrM*- 
tlon, quantity, weight, quality, condition, packing, 
delivery, valu^or exlatence of the gooda represented 
thereby, or for the good fsith* or sets and/or omiaalona, 
aolvency, perforaiance ojr atandlng of the consignor, 
the camera or the insurers of the goods or any othef 
peraon whoMoever. 

Article 10 , Banka aaauae no liability or reaponaibllity for 
the consequences arising out of delay and/or loas in 
transit of any sasaages, lettera or* docu»anta , or for 
delay, mutilation or other errora arlalng in the trana- 



\ 
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ttiaalon of c«bU«, t«lQgr«tt£ or s«l4x, or for crrori In 
traniUtion or intorpraCttlon of technical frm^ and 
b«nkt r«earv« th« right to trantnle cr.pd.lt terms with- 
out tr«ntUtlng th«m. 

Artie U II . B«nk« aaauiM no llablllcy or reaponaiblllty for 
conaaqutncta arioing out of th^s Irttarruptlon of their 
biwlMiaa by atrikaa, .lockouta, rlocj, cl9ii conmociuna,. 
Inaurractlona, vara, Acta of God or any other cauaea 
b«yond thalr control. Unleaii apaclflcally alfthorlzed, 
blinks will not «ff«ct paynant, acceptance or negotiation 
aCtar expiration under credlrt expiring during auch 
iiVterruptlon of buaineaa, . 

* 

s 

Article 12 . lenka utilising the aervlcea of another bank for 

the purpose of giving effect to the instructions of the 
afplieant for the credit do ao for the account and at 
tNe risk fit the latter. ' 

They assuaie no liability or reaponalbllity ahould 
the inatructiona they tranaalt not be carried out, 
even if they have chemaelvea taken the Initiative In 
the choice of auch other bank. 

The applicant for the credit ahall be bound by 
and lia'ble to indeanlfy the banka egainat all obllg- 
atione and reaponaibiUtlee lapoeed by foreign leva 
end ueage'a. 
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C. . DOCUMENTS . t^f<?T COPf A^WlABlt 

Article U . All inttructloKft to latue, confirm oi edviie 
credit »uet state precliely the docu-.wr.ta «»elu«t 
which payment, «'-cept«txe or ne^ouUilon !• t*. bo 



nade. 



Tertaa auch aa "flrat clfl8f",*'weU known", "quail- 
fled" end the like ahall noc uaed to deacribe the 
laauera of any docuaent* called for under credlta and 
If they are incorporated In the credit terma banka 
will accept docuflwntu aa prtaented without further 
reaponalblllty on tnelr part. 

Docuaienta evldancina Shlt«ent «r Deaoatch (Shipping Docuaientaj 

Article 14 . Except aa atated In Article 18. the dete of the 
Bill of Udlng, or date Indicated In the reception 
• ataop or .by notation on any other document evidencing 
•hlpMAt or deapatch. will be teken in eech caae to be 
the date of ahlpfcent or deapatch of the gooda. 

• 

r 

Article 15 . If the wordi "freight paid" or "freight prepaid" 
appear by a tamp or otherwtae on docuwnta evidencing 
fhlp«ent or deapatch the>will be accepted aa conatl- 
tutlng evidence of the payment of freight. 

Xf the worda "freight prepayable" or "freight to 
be prepaid" or worda of aUllar effect appear by atamp 
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lnccn:3lat«nC irith ^ny of dcvUKatta preiar.t«d under 
thm cvatflt, btnKA sMftv honour . o&ijifirirt uU(ln& Uut 



^ Ar^^cU 16 , A e4t«n tliipplng dscuiasnt li on* which b«4'« no 

nocatlone ualdst ch« credit expraesly cl«ui»et 
or risceitlona vhlch ^.^y ncce^t«^d. 

tUvifM lllU og Udl<tt 

/^retcU 17 . Unl<iia ep«clflcally «uthorltod In tht credit, 
Bills of Ladinf of Cha following naturt vUl bt 
, r«jac.«d: 

(a) Bill* of UdUg iaaMd by forvardlng agtnta. 

(b) Bllla of Lading which ara laauad undar and ara 
■ cubjaec to tha condltlona of a Char tar-Party. 

(c> Bllla of UdlR4 covering ahlpoant by aalUng 
v«aaala. 

Uowo\4r, Ajvlaaa otharvlaa spaclflod In tha 
crttdit. Bllla oC Udlog of tha following n#tura will** 
to aee«pt«d4 

(■) "fort** or **Caat:ody*' Bllla of Lading for ahlpMnta 

ERIC 
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of cotton fro{'. ".hi UaU«:'. Stint* of A.n«riea 
(b) 'Throufcti" Bill of Udlng iiauftd by 'itnamihlp 

corap«ni«i or theil. •gents even though thty cove* 
taveral modes of trantpoi^t. 

Article 18 . Unlets otherwise spactfied In the credit, Bills 

of Udlftg iBait flbo^ thft the goo.-ls are loaded on b -..arc. 

Loedlog on bo'erd may be evidenced by an on bijat.: 
Bill of Udlng^or by oie*ne of a notation to that effect 
datefi and aigned or initialled by the carrier or his 
•gent, end the date of this notation ahall be regarded 
as the data of loading on board and shipment. 

Article 19 ,. Unleus transhipment is prohibited by the tencs 

of the cradit. Bills of Lading will be accepted which 
indicate that the gooda will be transhipped enroute. 
provided the entire voyage is covered by one and the 
saiaa Bill of Lading. 

dills of Lading Incorporating printed clauses 
Vitating that the carriers have the right to tra.:ihlp 
will be accepted notwithstanding :he fact that the 
credit prohibits tranahipment. 

Article 20 . ^B^^s will refuse's Bill of Lading showing the 

stowage of goods on deck, unless specifically author- 
ized in the credit. 

* 
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. Artie U 21 . Unkn e&y rtquira th% nm of tht fc-ftniflciiry to 
appt«K on th» 111! ot U^ing chipper or •ndot«sr, 
unl«s« th« tfirms of un« crssdl!: pr-jvld* oth«svi6«. 



Other Shipping Pocumftnta, tt c. 

?^rtlcU 22 , B«nkt.yill conild*>- * Kailwiy or Inland Waterway 

Bill of Lading or Con»i«»urtanf. CounCtrfoll WaybDl, 

Po-tal IU»?»lpt, Certificate" of MalUn^, Air Mall Receipt 
AlT Tranaportatlon Waybill, Air Cpnalgnmant Hote or 
Air iacaipt. Trucking Cowpany Bill ot Lading or any 
Other almllar docuawnt at regular when auch document 
•beara the reception ataop of the carrier or laauer, or 
CkVhen It beara a signature. 

Article 23 , When a credit calls for an atteatatlon or certl- 
flcatlon of weight In the case of transport other than 
by sea, banka will accept a weight stamp or any other 
offixal Indication of weight on thr shipping documents 
unlesa tKt credit cslls for a aeparate or Independent 
certificate of weight. 



I 



Insurance Docuaenta 

Article 24 , Inauranc/ documents oust be as speclflcelly 
4«acrloed /n the credit, and oust be laaued and/or 
•IgnAd by. Insurance coapanles or their egente or by 

^ underwriters. 
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Cov«r Aott« laaued by brok^^ra vlll not be accepted^ 
unlataa apaclflcally authorlsad In tha credit. 

Artlclf UnlfiBS otnerwlse specified in the credlc>b«nfe8 

nia> refuae any insurance documents presented If they 
bt^ar a date later than the date of shipment as evidenced 
bv the shipping documents. 

A.ciwlc 2* . Unl*:ss otherwise specified in the crealt, the 

la. uianve dgc.umant must be expressed in the s«me 

« 

.:urverc> as tao credit* 

- - - ) 
Ih^ :oini3iuiw aniount for which insurance must be 

eitpctej IS cue CIF value of the gooda concerned. 

V Uowevci, when vae.C^F value of the gooda C€-nnct be 

determined f;o:a the docuxaents on their face^ ^^n^^^ ' 

will acctipt auch minimum amount the amount of the 

drawing under che credit or the amount of the relative 

comaiercial l^woice. whichever is the RMJlter^ f> 

Article 27. CiedUs muac expressly state the type of Insur- 
ance required and, if. any, the additional risks which 
are to be covered. Imprecise terma such a* "uaual 
risks" or "customary risks" shall not be used. 

Failing s pacific Instructions, banks wi.ll accept 
insurance cov?r «• tendertd. 
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ArticU >8> Uhtn a crtdit atlpuUtcfl "inauranct agalnat all 
rlika**, banka vili acctpc an inaaranca docvmant which 
^ontalAa any "all rlaks" notation or clau8«, and vri. 11 ^ 
aasuott no raaponaibility i£ any p<«rcLc;ildr dak la 
noc covarad. 



Articla 29 / ' Banka fld^y accapt an inauranca document which 
Indlcataa that tha covar ia fubjact to a franchise » 
umlaas it la apacificaily atatad in cha credit chat 
tha inaurance auat be iaauad irraapectiva of percentage. 



rcial layoicea 



Articla 30 . UnUaa otharviaa apacified in the credit » com- 
ttarcial invoicaa muat be made out in tha name of the 

» 

applicant for tha credit. 

UnUaa otharviae a pad fled in tha credit, banka 
aMy rafuaa invoicaa iaauad for a'faiounta in exceaa of 
tha amount permitted by the credit. 

The deacription of the gooda in tha connarcial 
invoice auat corraapond with the deacription inXthe 
cradit. Ill tha remaining docuaenta tha gooda may be 
deacribad in general terma. 



Oth<r tfocmaiiinta 

Articla Zl ^ Whan other docutenta are required, auch aa 

Itarahouao Iccaipta, Delivery Ordera, Conaular Invoicaa, 
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Cerci£lcfitea of Origin, of Weight, of Quality, or of 
Analyait, «tc., without further definition, banks may 
accept such docuaients as tendered, without responsibility 
on their part. 

D. MISCELLANEOUS PROVISIONS 

Quantity and Amount 

Article 32 . The words "about", 'teirca" or similar expressions 
are to be construed as allowing a difference not to 
exceed lOX more or 101 less, applicsble, according to 
their place in the instructions, to the amount of the 
credit or to the quantity or unit price of the goods. 

Unleas a credit stipulatea that the quantity of 
the goods specified must not be exceeded or reduced, 
a tolerance of 3X more or 3X less will be permissible, 
always provided that the total amount of the drawings 
doea not exceed the amount of the credit. This toler- 
ance does not apply when the credit specified quantity 
in terms of packing units or contalnera of individual 
items. 

Partial Shlpnenta 



Article 33 . Partial shipments are allowed, unless the credit 
specifically statea otherwlae. ' " 



3-337 



v. 

ShlpMiAtt tMd« on thm «aM ahlp end for tb« santt 
^ ^AV^^^ vo|«t*» If tho Bill! of U4iing ovidonclng ihlp- 

^ BOttt "on board" boar dlfforont d«tat» will not b« 

r«t«rd«d aa partial ahlpMot*. 

Artlclo 14 . If tblpoMnt by ^^qataUMnta within glvar. porloda 

la atlpulatod and. any ^.natalMnt la not ahlppad wichln 
tho porlod allowad for that lnataltaant» tha cradlt - 
CMaoa to bo avallablo for that ot any aubaaquant . 
Inatel—nt, unUaa ocharwlaa apaclflatf In tho cradlt. 

?alldUy 4nd Bxolry I>ato 

ArtlcU 35 . All Irrtvocabla crodlta auat atlpulata an expiry 
data for proatntatlon of docmanta for paynant, 
aecaptanca or negotiation , notwltha tending the Ihdi- 
cation of a Uteat date for ahlpoant. 

article 3i . The worda "to", "until", "till" and worda of 
alallar uaport applying to the expiry date for 
preientatlon of docuaenta for payaent, aectptance or 
negotiation, or to the itlpulated Uteat data for 
ahlpawat, will be unleratood to Include the date 
■entloned. 

Article 37 , When the atlpulated expiry date fella on a 

on which banka are doted for reaaona other thaii .thoae 
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MOtlored In Article II. the ptirlod o£ validity will 

ba ttxtefuisd un^ll th* flrat follovlng bu«ln«»t day. 
Xhl» doea net appl> to the date for shlpoant 

which, if itipulated, oust be raipactad. 

Banka paying, accepting or negotiating on auch 

extended expiry date oiia.t add tt) the docunanta their 

certification In the following wording: 

'*?reaented for payment (or acceptance or nego- 
tiation aa the caaa laay be) within the expiry 
date extended in accordance with Article 37 
of tb-^i Uniform Cuatoma." 

Article 38 . The validity of a revocable credit, if no date la 
atipulated. will be conaidered to have' expired alx 
montha froo the date of the notification aent to the 
beneficiary by the bank with which the credit la 
available. 

a 

\ 

Article 39 . Unleaa otherwlae expreaaly atated, any extension 
of the atipulated lat^-Jit date for ahipownt ahall 
extend for an equal period the validity of the credit. 

Where a credit atlpulatea a lataat date for,shlp- 
nent, any extension of theperlod ^f validity shall 
not extend the period permitted, for shipment unlesa 
• otherwise expreaaly atated. 
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4 

Art Ida 40 . - Unl«M th« trntrnt of th« ertdlt iitdic«t« othtr* 

tho words "duparturo", 'Matpttch", "loading" 
or "Mlltiig" uatd in atlpuUtlnft th# lataat data £or 
abipMant ot thf gooda will ba undarstood co ba synonyiaoua 
with "ahipmant". 

Ixpraaaioni auch aa "prompt", "Inottdlately", 
'*aa aoon aa poaaibla" and tha lika ahould not ba 
uaad, X£«thay are uaad, banka will intarprat than aa 
a raquaat for ahipmant within thirty daya froo the ^ 
data on the advice of tha credit to t>a beneficiary 
by tha iaauing bank or by an adviaing bank, aa the 
caaa nay ba. ' 

. • •• . • 

Praaantatioft 

Artie U 41 , . Ikicuaanta wut ba praaantad within a raaaonable 
tiaa after iaauanca. Paying,, accapting or negotiating 
baaka nay rafuae docuaanta if, in their Judgnant, they 
are preaantad to thea with undue delay. 

A rticle 42 . Banka are under no obUgation to accept prcaenta- 
tion of docuaenta outaide their banking houra. 

Patt Taiaa 

At tu la 43 . Tha tarM "firat half", '*aacond half" of a aonth 
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■hAll bt conatruAd rMp«ctlv«ly from cm let to 
th« ISth, and th« 16th to Lh« lait day c£ aach oonth, 
Inelualve. 



Article 44 . The teria "beglmitng", "middle" or "ead" of a 
" month shall be construed reapeetivaly aa from the lat 
to the 10th, the llth to the 20th, and th» 21a t to 
the laat day of each month, Inelualve. 

Article 45 . When a bank laautng a credit Inatructa that the 
credit be confirmed or adviaed aa available "for one 
month", "for aix month*" or the like, but doea not 
apecify the date froo vhich the time la to run, the 
confirming or adviaing baiik will confirm or adviae the 
credit aa expiring at the end of auch indicated period 
from the date of ita confirmation or advice. 

« 

E. TRANSFER 

Article 46 . A tranaferable credit is a credit under which the 
* beneficiary haa the right to give Inatructlona to the 

bank called upon to effect payment or acceptance or 
^' to any bank entitled to effect negotiation to make 

the credit available in vhole or in part to one or 
more third part lea (aecond bene flciar lea). 

A credit can be tranaferted only if it la expreasly 
designated as "tranaferable" by the iaaulng bank. Terms 
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•uch «ir''dtvltibU'*, "fractloiubU", "aaflgiubU" ' 
•ad "tranialstiblt'* tdd nothing to tho aoAning of the 
torn "tr«nt£«rablo" and thall not bo utctd. 

A tranaforoblo crodlt can bo trana]:orrfid once 
only. Fraetlona o£ a trana£erable credit (not 
oxceodint in the aggcogAto the aiBOunt of the credit) 
can be tranaf erred aeparately, provided partial ahip- 
aanta are not prohibited, and the aggregate of auch 
Crenafera will be conaidered ea conatituting only one 
tranafer of the credit. The credit can be tranaterred 
only on the tema and condltiona apecififed in the 
original credit, with the exception of the amount of 
the credit, of ^ unit pr<ce stated therein, and of 
the period of validity Ofr period for ahipment, any or 
■ - all of which may be reduced or curtailed. Additionally, 

/ the name of the first beneficiary can be substituted 

t 

for that of the applicant for the creuit, but if the 
name of the applicant for th| credit ia specifically 
required by the original credit to appea'r in any 
document other than the invoice, such requirement must 
be fulfilled. 

The firat beneficiary has the right to aubatltute 
hia own invoieea for those of the second beneficiary, 
for amounta not in exceaa of the original amount 
ftipulatad in the credit and for the original unit * 
prices stipulated in the credit^ and upon such sub- 
stitution of invoicet tha first benerui«ry can draw 
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upon'th* ertdlt for th« dliUfnca, it any. b«fcw«n^^^^ AVP'L/JBLK 

hit InvolcM and th« f«cond btntflelary'fl Irrvolcts. 

Uh«n A crtiic h«s biMn trancferrad ttnd th<& first 

b«n«£lcl«ry la to Aupply hit ovn Involeas la asccnang* 

for tha aacond banaflclary involcaa but falla Co do 

ao on damand, nha paying, accapnlng or nagctiaclng 

bank haa cha right to dallvar to tha laaulng bank the 

docupwnta racalvad undar the cradit, Including the 

aacond banaflciary'a invoices, without further reaponal- 

« 

blllty to tha flrat beneficiary. 

The flrat beneficiary ut a tranafarable credit 
can tranafer tae credit to a second beneficiary in the 
aaae country, but If he is to be peraltted. to tranafar 
the credit to a aacond beneficiary in another country 
thla auat be expreaaly atated in the credit, the 
flrat beneficiary aUall have the right to requaat th«t 
payaaat or negotiation be effected to the aacond 
ben;.flclary at the place to which the credit haa been 
tranaf erred, up to and including the expiry data of 
the original credit, and vithout prejudice to the 
flrat baneflclary'a right aubaequently to substitute 
hla ovn. Involcaa for thoae «f the aacond benaf iclary 
^ad to clala any difference due to hla. 

Tha bank requostad to effect the transfer, vhether « 
It haa conflraM the credit or not,. shall be under no 
obligation to aaka auch tranafer except to the extent 
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and in the Mnnar •xprtialy conscAttd to by such b«Bk, 
and until tuch b^^nkU ehart«t for tr«nt£or are paid. 
Bank ch«rt«t ofitallod hy tr«««&«trf «r« payablo 
by th« first btntficury unlott othorwlat tpofeiflod. 

/ 
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Av&iUbilityl 227 

Capabilitiea, 226 

Handling, 2? 7-228 

Schedulea and frequency, 226 

Spaed, 225 * 
Doaeatie freight foivardera, 223 
Ocean carriara, 223-225 
Availability, 225 



Capabilitiea, 224-225 
Handling, 225 

Schedulea and fraqutncy, 224 
Speed, 224 
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Rail And notor carriers, 220-223 
AvalUblllty, 222 

C,„*. .nd M.XUO. 220.2n BEST COPY AV.W 

O.ApAb ill ties, 222 

Handling, 222-223 

Schedules end frequency, 221-222 

Speed, 221 . 

Transportation to ports, 221 
' Carrier's Certificate and Release Order, 141 
Certificate of Origin, 128-129 
C. & F. (cost and freight), 97 
Chambers of Cosacrce, 35-38 

American Chambers of Commerce Abrrjad, 38 ^ 

International Chamber of Cooneree,, 36 

Local Chambers of Coaaserce, -37 
Channel of distribution, 182-183 
C.I. P. (cost, Insuraiviie and freight), 97-98 

* 

Civil Aeronautics Board (CAB), 42-43 
Class rates (see Rates) ' 
COGSA (see Carriage of Goods by Sea Act) 
Combination export matfager, 291 
CooBKereial banks, 68-70 

Gonmlttee for Trade and Development (ONCTAD) (sec United Nations) 
CooBOdity controls,. 55-!56 



Coonodity Credit Corporation (see United States Depsrasnt of 

Agriculture) 




Cc-dlt, r.t.. (... ut..) . ^^^^^^i 
CpMoa earrltrt (••• CArrUrt)B^^ 
Coonoa Carriers, dutlaa aad lUblllt-.ilM, 237-239 
Delivery, 238 
MoadlterlMlaatlOB,. 239 
Reaaoaable rates, 238 
Service, 237 
CoBimualcatloa, 11 
COMIX (ae^ Ml lllary coutalaera) 
Coaference ayaten (aee Carrier eoafereace ayjtea) 
ConflrMlog houae, 290 
Conalgnee'a declaration. 14u 
Conelgoaeac, 78-79 ♦ 
Advantagea, 79 
Oleadvaatagea , 79 
Conatructed value (aee Cuataaa valuea) 
Constructive total loaa'Csce Inauranca) 
Conaular Invoice, 121-122 
Contalnerlsatlon, 148-149, 193-216 
Acceptance of, 199-203 
Advantagea, 205-206 

Baala for rate reduction, 206 
' Mlnliilsed pai{etwork, 209 
Rate atnicture alspllflcatloB, 206 
Reduced handling tlM, 205 
Shipaent protection, 205 
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Diflnltlon, 193 , „ 

BKST COPY kw- .....'u 

Dltadvantagti , 206-208 

Lack o£ ■eandardlsAtloii, 207 

O 

Large empltal Invettmnt necdtd, 208 
Legal probleai. 207 
Traffic imbalance, 207 
Containera. 194-199, 208-216 
Conatructiori, 197-199 

Aluainum, 198 ^ ' 

Flberglaaa-plywood, 199 

Steel, 198-199 • 
Typea, 194-197 . ^ 

Coflinercial, 194-197 

Military, 197 
Usage, 208-216 

Bill of lading iproviaious, 213 
^Cuatow inspection, 213-214 < n 

Carrier* liability, 210-213 

Handling, 209 

Insurance, 214-216 

Hoveoient, 209-210 

Packing, 208-209 

Supply, 208 
Contract carriers, 239 
Conveyors, 177 
Custon attorneys, 279-280 
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Custtae lfiap«ctloii, 213-214 
CttStOM v«lu«a, 132*134 
• AMrlcaa ••lllng prlca, 133-134 ^ 

Coastruetad v«lut, 133 

Export v«lu«, 132 

Unlttd States value, 133 
Cuatoaahouae brokera, 278-279 i 

OepartMnt of Agriculture (aae United Statea Departaant of Agriculture) 
Departmeat of Conmerce (aee United Statea Departottat of Conjerce) 

Department of Comrce Field Officea, (aee United Statea Department 

of CooHMrce) 

Department of State^ (aee United Statea Departmeat of States) 

Departmeat of Tranaportation (aee United Statea Department of 
Tranapoftation) 

Dcatioatlon control, 57-58 

Direct export (aee Exporting metbodf ) 

Diatrlbution warehouaiag, 166, 169-192 

Functiona, 169-172 

Operatlona. 176-182 

Purpose and need, 169 

Role, 182-191 

♦ 

Services. 172-176 
Dock receipt,^ iW ' 
Documentation, 116-141 
Documentation aimftlificatioa, 269 
Documecita, export, 117-129 
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Bill of Uding, II9-I21 

Ctrtiflcata of origin, 128-129 . ;v,;U^.iU 

Consular Invoice, 121-122 * 
Delivery perwlt, 127 
Dock receipt, 128 
Foreign exchange* certificate, 127 
Marine Insurance certificate, 122-123 
Seller's bill of exchange, 125-127 
Arrival draft, 126 
Date draft, 127 
Sight draft, 126 
Seller's coanei#lal Invoice, 118-119 
Shipper's export declaration, 12? 
Validated export license (perait), 124-225 
Warehouse receipt, 128 
Docuaents, loEport, 139-141 « 

AiUlysls of inspection certificate, 140-141 
Bill of ladlhg, 14C ^ 
Carrier's certificate and raUase order, 141 
Consignee's declaration, 140 ^ 
Special cuatoas Invoice, 139-140 
Dooastlc carriers , (see Csrrlers) 
DOT (see Catted States Department of Transportation) 
Drafts, doeunentary, 72-76 
Advantages, 74-75 
Disadvantages, 75-76 



/ 
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Typ««. 72-74 , • ^^^^ ^^^'"^"^^ . 

Drfwhtck, 13A - . 

DuAl tM tyitem (tac Ctrriar confaraaea tyatan) 
Dutlaa, import (saa Import dutlas 

Dutlaa. jpaclflc. 136 , ' 

... V 

Economic and Social Council, 2? (taa tlao Unltid Nations) 

Entry. 136-139 

-of Merchandlaa, 137 

m 

Obllgatlona of conalgnaa, 137 
Typaa, 138-139 

Ex' Dock. 98-99 . . x 

■ — % 

£x Point of Origin, 96 

Export Admlniatratlon Act (aaa Bxpert ragaUtlou and control) 

Export Bualnaaa RaUtlooa Dlvlaloa (saa Uoitad Statas I>jpartBent 
of Copnerca) 

Export coBBlsaion housa, 289*290 

Expj>rt Control Act (saa Export ragvlatioos and eoatrol) 
Export credit lasuranea, 81-83, 285 
Export, dlract (aaa Bxportiag mathoda) 
Export ^cumantatioa (aaa DocuMacatlon) 
Export-Import Baak, 24-25 
Export and import brokar, 288-289 
Export- Import rail rataa, 260-261 
Export, Indiract, 272-274 
Advaatagas. 272-273 
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01f«dv«at«g«t , 273-274 ^ 
Export Ilccatlng (te* Export^ reguLatloni «Rd control) 
Export melrchmntt, 71, 286-287 
Export pAcktrt, 282-283 
Export packing, pAckaging, narking, 142-160 
Basic eontlderatlont, 142-145 
Assembling and packing, 142 
Cllinatlc effects, 143 ' 
Cuitona process likg, 143 
Handling. 143 
Loading. 142 
Movement, 143 
Legal considerations, 144 
•Marking and labeling, 157-160 
Packaging for export, 149*157 
Air shlpnent packaging, 156 
Theft and pilferage, 154-155 
Types of packages, 149- IS > 
Bales, 154 

Corrugated boxes, 149-151 

Multlvall bags, 153 

Plywood boxes, 151-152 

Wlrebound boxes and crates, 152-153 
s Wooden. crates, 152 

Water damage, 155-156 
Packing fo||[. export- , (see Packing, export) 

* * • • 

• a 
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Export rtguUtioM aad control , 50-58 ^ ' 

Export Admioiitratioa Act of 1969, 52-53 
j^XS- Export Control Act of 1949. 52 ' * 
Export Lleonflng, 53-58 . ' 
Purpoioa of export control, 51 
Export vAluo (oec CuitoM valuta) 

« 

Exporting and importing, Mchanlca of, 8-9 
Exporting nethoda, 271-274 

Dlract txport, 271-272 . 

Indiroct axport, 272-274 

FAA(aae Padaral Aviation Adainiatratioa) 
Factors (nonbamking covpaniao), 70 
P.A.S, (fraa alongalda), 97 
PaderarAvlationAdniniatration (FAA), 44-45 
Fedaral Intornational trade raguUtion, 50-58 
Fadexal Haritioa CoaMiaaion (FMC), 43 
Fadaral Trada CoaBiaaioa (FTC), 43-44 
Field warahouaa, 166 - 
Financing, 68-93 

Financing inatitutiona, private, 68-71 
Fire (aee Peri la) 

FMC (aee Federal Merit i«e Coaaiaaion) 
F.O.B. (free on board), 96 t 

Foreign Agricaitural Service, (aee United Statee Departaent of 

Agriculture) 

4 

Foreign exchange certificatea, 127 . 

f 
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Fortlgn •xchtttgt mtrkatt, organisation of," 83 nf^T I^PV Al' 

Market 'structure,. 87-88 

Mechanj.cs of forward eit^njf^89-93 

Multiple exchange practicea, 93 

Types of markets and transactions, 85»-87 
Foreign exchange practices, 83-93 

Foreign freight forwarders (see Freight forwarders, foreign) 
Foreign government regulationa, 66-67 

Foreign Trade Definitions, Revised Aaarican, 292022, (Appendix A) 
Foteign trade zones, 281-282 

V • * 

Forwarders (see Freight forwarders) 

Free ports ^ 264 

Free trfde cones 264-265^ 

^ * 

» 

Freight forwarders, 223, 274-278 « 
Donestic, 223 
Foreign, 274-278 

' Advantages of, 275-276 
Alvr. 276-277 
Nature of, 274-275 
Ocean, 274-276 

Selecting freight forvardera, 277-278 
Services, 275 
FTC (see Federal Trade Coonission) 

« 

General' Agreement on Tariffs and Trade ((^ATT), 32 
General average, .113-114 
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UTA (•«• laearnAtloBal Air Trait ^ort AiioeUtlon) 

* 

(ate Iat«rau,ct CoMrea CoMtfilTott) 

^ Import dutlM, 135 
laport llceoBt, 135 
Inport quota, 135 

Inport reguUtloas and control, 58-65 
Basis of value, 65 
Oocuseats rsqulrsd for satry, 60-62 
^ Dutiable valus and final adjustnsnr, 64 
General order, 60 - 

t 

Import quotas, 65-66 
Procedure at custoodiouse, 62-64 
Special custOBS Invoice, 59 
I«ll>orts, U9-141 ^ 
Definition of terM, 130-136 

Documents required for entry and relaaae, 139-141 
Entry,. 136-139 

of ■erchandlsa, 137 
obligations of eo'nsltnee» I3r 
types, 138-139 
Inchaaree clause, (see Perils) 
> Indirect export (sas Bzportlag awthods) 
Industrial OevelopMnt Organlsatloii (tmiDO), (see naltad Matloas) 
In^aaee, esport credit, 285 

Insurance, transporatlon, 94-115, 214-216, 283-285 

V 

Air cargo, 114-115 

• * 
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AM^t. 102-103 BEST copy mum 

Extent of coverAgft,. 110-114 
• PartUl Ipts, lll«ll4 - 
General average, 113 * 
P«.rt^ul«r everagcte 111 
Total ^M. 110-111 t'' ^ 

Actual, 110 
Constructive, 111 
Insured perllf. 103-110 ■ \ 
Marine, 28^-285 
Tennj of s^le, 95-99 
Types of Policies, 101-102 ^ 
Intermerchant, 289 / 
jlntermodal containers, 201-262 
International Air Transport Association (lATA), 236 

♦ 

t 

InteroatloKul carriers » (ste Carri^rt, InteriMtloti*!) 
International Chaaber of Coaaerea, 36-37 
International Developtiient Association, 30-31 
InternAtlonal Finance Corporation (IFC), 31 
Invento^ aanagenent,- 10 
International Monetary 'Fund, 28-29 
Internatlocia.l specialists, services, of, 271-291 



Internet iorval trade coi\eept, 4-8 
^ . Absolute advantage, 5* - 

* Comparative advantage, 6 

' Limitations to international trade, 6-«7 
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Ualqutactt of product, 5 . y^f^ 
^ Zattrstato Cowreo CooMlttiflB (tcc)» 42 
Inventory atnagtBtat, 10 

Invoice, pro forma . 136 . 

Invoice, ieller'e coiBO»erclal,. U8-119 

Invoice, special cuetooa (lae Spae;.al cnitomB Invoice) 



Jettleon, (see perils) 
f 

Joint Export Association Plan, 17 



Labeling, 157-160 (see also Harking and Labeling) 
Letter of credit, .76 

Liabilities, carriers' (eee Carriers, duties and liabilities) 
License, export (see Export reguUtions and coritrol) 
^ Lic^Qse, Inport (see laport license) 
Licensing policies, S3 • 

Lighterage, 254 ' " . 

.^cal chaabers of coMMrce (See CluiiAers of Cwsiti) 

« 

MABAi. (sfe United States Naritia* AMttUtratioa) 

Marine lasnrance, 284-2S5 

Marine insurance certificate^ 122-123 

Marking and Ubeling, 158-160 (ate aiao Isport packiot. packaging 
and aarking) 

Marerlal handling, 165-166 
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HftterUls handling equlpnant,' 176-178 
Conveyors, 177 
Poverei^ vehicles^ 176 
Stdrage' aldt, 178 

Unltlslng equipment, 177 . " / 

(tee also Dletribut'lon Warehoualng) 
Merchant, raw materlali (see Raw oaterlala laerchantS^^ 
Metht^di of payment, 71-81 , 
Military contatnera, 197 
•MILVAN (see Military contalneri) 

Motoc. carriers (see Carriers) f 

■ V, 

Nondlscrlmatlon (see Coonon carrier duties) « 

» 

Opean carrier conference system, 232-236 
Ocean carriers, 218-219, 239-241 " ^ 
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Office of Facilitation (see United States pepartoent of Transportation) 

''of flee of Foreign Connerclal Services (sea United States Department 

of' Connerce 

Open account (aee Methods of payment) 

Packaging, 11 " . 

Packaging, air shipment, 156 
Packaging, export, 149-154 
Bales, 154 

Corrugated bojtes, 149-151 
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Httltlwall bagt, 153 • pl^ ^ 

Plywood boBM, 151-152 .\ 
\flr«boufid boxM and erats*, 152-151 
Wodden cratta, 152 

Packing, export, 145-149 
Unit loada, 145*149 ' * 

Coatalnarltaclon, 148-149 
Pallatt, 146-148 

Partial loia. Ill , 

Particular average, 111-113 

Perlla; 103-109 

9 

^All other perlle,'* 105 
"All rleka" coverage, 107-108. 
Barratry,! OS • 
Fire. 104 

Incbaaree elauae, 106 

Jettleon, 105 

Loeeee, etrlkee, riota» and civil e 
Rleka, excluded, £09^ 
Sea, 103-104 

Ihlevea, 104 

♦ 

War rleka, 108-109 
Perlli of the aea, (aee rerlU) 
tPhyeleal'dletrlbtttlon, role of, 9-11 
PlpellBee (eee Carrlera) 

Folic lee, Inauraacei 101-108 

* •» 

% 
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Op«n, lOl . V • . 

Sp.el.t. 101.102 ■. • ■ , ,.lSt COPY "vMumr 

Port •uthoritiei, 34*35, ^67-270 ^ 
,Porc charges (tee Ports mxA slrportii) 
Port rates, (see Ports «nd slrports) 
Ports (see iPorts end slrports) 
Ports And airports, 242-270 

Fscllttles, 253-257 

Free ports 'Snd trsde tones , 263-266 

Function. 244-245 

Org«cilft«tlon of portr, 266*270 i 

Hates, charges end epeclel port requirements, 257*263 

Services,- 245-25:i 

Air tsrgo categories, 252-253 

Aircraft service*^, '250 

Cargo services, 246-248 

Passenger services, 251 

Services to the shipper^ 248-250 

f • . 

Ship services, 245-246 
Shipper and carg6 services, 251 
Ports, organisation, 266-270 

Ports, sea (see Seaports; alsJ Ports and airports) 
Private warehouses, 168 (see telsp Warshouslng and storage) 
Public varehouse, 167, 280 (|ee also Uarehouae facilities) 



Quota, li^port (see Import quota) 
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RAlIroftdt (Mt C*rrUrt) ^ 
Rttj^BurtAus, 228 

Rat* fosBBulAtloa (tee Carrltr ceaftrta^ tyttra) 
Ratemaklng *nd pricing, 228-237.' 
Domestic, 228-232 

... ' , 

lUte BurftAuf, 228 
RAtet, 229-232 

t 

ReguUtloni; 228 
Interiuitlocuil, 232-237 * . . 
Air cArrlsr con£«r«Qp« ftymtm, 236-237 
OcMQ carrier coa£er«ae« tyitm, 236-237 
RfttM, 229-232 . ' 

RAtet,\eMonablt,' 238 
^Rjv Mt«rl«U MrchADt, 287 ^ 
RcgulAtloM, 45-67 

'Ftd«r«l InttmAtlonal Trsdt, SO-66 

Export rtguUtloo* and eeotrel, 50-58 

Export AdalolttrAtloa Act of 1969, 52-53 
Export Control Act of 1949, 52 
. Export llcoaolag, 53-58 
Purpooo, 51 . . . 
lapo^t roguUtloiM And control, 58-66 
Bnolc of voliM, 65 «^ 
Cutt(Mhouii« procoduro, 62-64 . 
' DocuBontf roqttlrod for tntry-, 60-62 
^ DutUblt voluo and final ndJiaatMat, 64-65 
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Geatr«l ord«r, 60 

Isport quotAi, 65-66 C^^ 
SpeclAl euitODt Involct, 59 
Foreign Govcrninaat, 66-67 
TraniportMtlon, 45-50. 
f Eeonomlc, 45-48 

Entry Aad txlt, 46-47 
lUte, 45-46 ^ ^ 

Service ehd buelneas practice*, 47-48 
'• Protection oIe public property, 48-50 
Sefety, SO 

ReguUtory bodies of the Federel Covermient, 41-45 
. Resident '^uyer, 287-288 

Risk eon* ideret lone, conteiner insurence, 215-216 
Riek«, excluded (eee 'Peril*) 

er 

S*fety regulation* (ae^e Regulations) 
Seaport, 245-250, 253-255, 257-261 

Pailitiea, 253-2^5 ' . 

Carlo handling equipment, 255 

Chennele, 253 

«v . . • 

Container facilltiea, 255 

♦ 

Interchange between rail and vatet^ 254' 

* 

Lighterage, 254 

Piers and wharves, 253 « 

( 

Road nets and isiproved area*, 254 
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RAtM, eh«rgM, and •p«elal port rtquircMatt,. 257 



Standard port chargot, 2$7 
Sorvlcof^ 245-250 
»Carg;., 246-248 

Ship, 245-246 

Shippor, 248-250 
Ship ttrvieaa, 245 
Shipper 'a axport daclaratlon, 124 
§Mll Bualaaaa Adnlnlatratlon, 25-26 
Spoclal euatou lavoiet, 139*140 
Special atrvice ratat (aae Sataa) 
Stock-apottiog, 173-174 (aaa alao Public varahouaa) 
Storaga, 164-166 (aat alao Varahouaing and atoraga) 



Export-import rail-to*port ratat, 260 



Refaraaca and aatittaaca availabla, 259 
Ship forvice ravanuat, 258 



Special chargai^ 259-260 



Special conceeaioii| and peaaltiaa, 258 



Storage aide, 178 



Supranational agenciea, 26-32 



Teminala (aee Porte and aixporta) 




Te 



of aale, 95-99 



C. & P. (coat and freight), 97 
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C.I.F. (coit, Inauranct and £r«lght)» 97-98 
Ejc dock, '98-99 

Ex point of origin, 96 . , 

f .A.S. (fee alon^flde)^ 97 . 

F.O.B. (free on board), 96 
Theft «nd p^.lfertge, 154-155 
Thlevei (tee Peril* ) 
Title, tranifer (^ee Tranefe'r of title) 
Total coet concept, 11^ " 
Tot*l lo8», 110-111 * 
Trade etaociations. 38-39 
Tr«de proaotloQ, 20*^22 
Trade prptectlon, 22-23 

Traffic Management (eee Traniportatlon and traffic managcaeat ) 

Tranafer of title, agenclea facilitating, 3586-^91 

■ . . < 

Combination export manager, 291 

V Confirming houae, 290 

Export and Import broker, 288-289 

Export ^ommlaalen houae, 289-290 

Export merchant 286-287 

Intormerchant, 289 

Rftv materlAla merchAat» 287 

# 

Reaident ''buyer, 287-288 

Tranaporcatlon Departnent (aaa United ^tataa Dapartaant of 
Traneportatlon) 

Tranaportation insurance (eee Inauranca) 
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TrAOBportAtloa rcguUtloa (att 1lt|ul«tleaa) 
TraatportAtlon ««rvlct ch«r«et«rlatlct, 211-220 
TraaaportatloQ «nd traffic BB«o«s«M&t, 10 

Uniform Cuatoms «ad Practice, Documant«ry Cradlta,- 323-344 (Apptndis B) 
Unit lo«da. 145-146 ' ' 

Uaitad NAtlona, 26-28 ( • 

t 

CooBltteo for Trade end Sevelopnent (UNCTAO), 27-28 
Economic end Sociel Council (BCOSOC), 27 
Industrial Development' Orgeniaet ion' (UMIDO), 28 
United Stetee Depertaent of Agriculture, 12-13 ^ ' \ 

Agricultural Reeearch Service, 12 
CooHodlty Credit Corporation, 13 

* * * • 

Foreign Agricultural Service, 13 
United Stetee Department of Coonerce, 13-20 

Bureau of International CoHMrce, 15-17 

Bualneaa of Dcfenae Servlcea AdmlaUtratioa (B06i!)7. 17-^8 

Export Bualneaa Relet iona Di via ion, 14-15 , 

Field Officea, 19* . , 

Harltlne Adminiatration, 20 . . 

Office of Foreign Coamerclal Servlcea, 18 
Unlte'd Stetee Department of State, 20-23 

Trade promotion, 20-22 

Trader protect loa* 23 
United Stetee Department of TranaportAfcloa, 23 
United Statea Government Agenciaa, 12-26 
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DtpartMciC of Agriculture, 12-13 , . ^ 
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DeparttMnt of Connerce, 13-20 
Departmenc of State, ,20-23 
Departinent of Tr«n8port«tlon, 23 
Export- Import Bank, 24-j?5 
Staall^ Bualneta AdmlnliLtretlon, 25-26 



United States Marlfitne Adininie tret Ion, 20 (aee also United St«tat 
Daipartment of Coonerce 

United Statea value (see- Cuatoma valuea) 

Unltltlng equipment, freight, 177-178 



VAlidated export licenae (permit), (tee Export regulatlona and 

control) 



W&r rieka, (lee Perila) 

Warehouse facilitiea, claaaif Ication, 164-168 
Functional, 164-167 
Combination, 167 
Field, 166 

Materiala handling, 165-166 
Storage, 164-165 . ^ 

Ownerahip, 167-168 ^ 

/ 

ft 

Leased, 167 
Private, 1^8 

% 

I 

Public. 167 
Physical, 168 

Covered aheda, 168 
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BacIoi«d bulldlngf 168 
Open ttortgt pHw, 168 ^^^^^'^ 
uAehouse Uyout,.l78 .. ' ^ 

Warehbttse, letted', l67 
Wtcehouie, location, I8S-I9I 
Alteriutlvet, 185-I8fip 
Strategy, 188-191 
War ehouee, receipt, 129 

Warehouslog, 10 (see alao Warehoualog- and stpjrage) 



Warehousing costs, 180-181 
^Warehousing, distribution (sat Olt^lbutlon varahouslng) 
Warehousing and storage, 16 1-192 
Class if Icat ion of ^aclUtlea, 164 
Functional, 164-167 
Oiraershlp, 167-168 * 
Riyslcal, 168 ^ 
DWanitiOb, 161-162 

Distribution varebouse oparatlons, 176-182 
. Functions of distribution varchouslng, 169-172 
Purpose and neeesalty for dlatrlbutioa varahouslng, 169 
Role in ph^lcal distribution, 16^^164, 182-191 
Service of distribution varaheualog, 172-176 

Financial, 175 
• Miscellaneous, 176 

Sf^cific product adjustswnt, 172-175 
Private warehouses, 172-173 
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Public v«r«horuf«t,. 173-175 
Stor*ge, 175 ' ' . 

Wart AW Convention, 241 
Water Carriers (see Carriers) 
Wster damage, 155-1^6 
World Bank, 30 

World Banl^roup, 29-31 
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